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must be right! 


WHEN ANYONE steps into the limelight of 
leadership, a strange thing happens. No 
longer is one permitted the normal errors of 
human nature, but one must conform to a 
code of infailibility which public opinion 
prescribes. 


The Lindberghs, the Kreislers, the Flag- 
stads, the Paderewskis, the Lunts, the Ein- 
steins and their like must not fail—ever! 


In industry, too, the leader is set apart. 
His product, his trade practices, his labor 
policies and his public relations must be right. 


The small competitor may gamble by 
marketing a product that is still in the ex- 
perimental stage. But the product of the 
leader must be thoroughly laboratory-tested 
and field-tested before it is offered to the 
public. It must be right! 


And it will be right. For the leader in any 
field of endeavor came to leadership because 
he possesses the ability and the resources to 
do things as the public wants and expects 
them to be done. 


For example, the companies within the 
American Radiator & Standard Sanitary Cor- 
poration have unique advantages in facilities 
for research, manufacturing and distribution, 
as well as all-important advantages in ex- 
perience, prestige, patents and personnel. 


Ten major laboratories in the United States 
and others in France, Germany and England 


Ww 





tap all that science knows about heating, 
ventilating and sanitation. 


Control of major raw material sources, more 
modern plants, and better distribution facil- 
ities are strongholds which insure the con- 
tinued leadership of these companies in their 
respective fields: 


American Radiator Co. in radiator heating 
and air conditioning; Standard Sanitary Mfg. 
Co. in plumbing; American Blower Corp. in 
ventilating and air handling; Fox Furnace 
Co. in direct-fired heating and air condition- 
ing; Kewanee Boiler Corp. in steel boilers; 
American Gas Products Corp. in gas equip- 
ment; Standard Air Conditioning, Inc. in 
room-unit air conditioning; Detroit Lubri- 
cator Co. in heating and cooling controls and 
valves; C. F. Church Mfg. Co. in toilet seats; 
Campbell Metal Window Corp. in metal win- 
dows; and Heating and Plumbing Finance 
Corp. in home equipment financing. Affiliate 
companies in Canada, England, France, Ger- 
many, Italy, Belgium, Holland, Switzerland, 
Austria, Spain and Mexico exercise like 


leadership. 


A steady flow of sound and thoroughly 
tested improvements in all of these fields 
give promise of a brilliant future for the heat- 
ing, ventilating and sanitation industries. 


And in that future, as in the present, the 
companies which the public raises to the 
pedestal of leadership you may be sure will 
have the familiar sub-title: “Division of—” 


AMERICAN RADIATOR & STANDARD SANITARY CORPORATION 








40 West 40th Street, New York, N. Y. 
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it just has to wait! 


Youth—dreamer of dreams, builder of air 
castles, holder of the world’s oyster. 


Youth hopes, desires, expects, wishes—but 
very few of these ever yet rolled a new car 
out of a dealer’s showroom or bought a ticket 
for a world cruise on thetr own. 


It requires money, the ready cash of the more 
mature—in THE AGE OF REALIZATION. 


Surveys show that the average subscriber to 
THE MAGAZINE OF WALL STREET has 
reached THE AGE OF REALIZATION—-and 100% 
of them with SURPLUS MONEY. 


It is their love and affection that materializes 
the dreams and pays for the necessities and 
luxuries of youth. It is their experience 
that sets the pace—their advice and influence 
which affects purchases. 


You can reach these basic people with 100% 
buying power by advertising in THE MAGA- 
ZINE OF WALL STREET—and what is most 
surprising of all—it is amazingly inexpen- 
sive for you to do so. With the market at 
bottom, they will feel free and liberal for 
Christmas. 


This is the time to start your campaign so it 
will be sure to make our November and 
December issues. Please write for the facts 
that will help you make up your mind. 
Address Publisher— 


AGALINE 
WALL STREET 


ama BUSINESS ANALYST 
90 Broad Street New York, N. Y. 


ese= blankets the SURPLUS money market 
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Subscribers to T. E. Rassieur Trend 
Interpretation Service got safely out 


Meyer 


# of the market—and have stayed out 
since August 29, when we wired: "Sell 
all stocks."" You know what the con- 
tinuous downward movement since 
then has been. 


Our subscribers are now preparing 
for immediate action as soon as an 
upward trend is imminent and we 
wire: "Buy!" They'll know what to 
buy—they trade fearlessly in diversi- 
fied groups of leading stocks. 


Enjoy their advantages. Let T. E 
Rassieur Trend Interpretation Service 
time your trading, so you buy or 
sell profitably at the beginning of 
trend movements. 

Forecasts of long-term and short- 
term trends are made strictly by 
mathematical computation, with con- 
sistent accuracy. Proved in rising 
and falling markets for many years. 
Interesting details in free booklet: 
“TREND INTERPRETATION.” Write 
for it today. 


T. E. RASSIEUR 
Trend Interpretation Service 
1670 Continental Bldg., St. Louis, — 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
-will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





**ODD LOT TRADING’’ 

John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 

‘*‘TRADING METHODS’’ 

This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 

MARGIN REQUIREMENTS, COMMISSION 

CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 

MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau will be sent free to in- 
vestors upon request. (953) 

TREND INTERPRETATION 
The above named booklet, prepared by 
T. E. Rassieur, will be sent free on re- 
quest to interested readers. (992) 

10 DIVIDEND PAYING COMMON STOCKS 
yielding over 7% based on 1936 divi- 
dends, is the name ef a new circular pre- 
pared by Dunscombe & Co. for interested 
investors. (994) 
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Gnvestovs. Lot Down 


LarGELY because of the reforms im- 
posed by the Roosevelt Adminis- 
tration, the number of speculators 
caught in this year’s drastic decline 
in the stock market has been rela- 
tively small. Brokers’ loans at no 
time during the New Deal bull mar- 
ket reached more than a small frac- 
tion of their total in the 1929 spree. 
It was a cash market to a greater 
degree than ever before. As between 
the small speculators who have 
bought on tips-and hunches in this 
market and the horde who did so in 
1929, the ratio is hardly more than 
one to ten. 

But it is an ironical fact for the 
New Dealers to contemplate that 
more individuals who regard them- 
selves as conservative investors have 
been hurt in this collapse than were 
hurt in the 1929 crash. There are 
more shares of stock listed on the 
New York Stock Exchange than 
during the last boom. Since there 


are fewer shares in speculative hands 
now than formerly, it follows that 
there are more in investors’ hands. 

The reason that conservative in- 
vestors went into common stocks in 
recent years more heavily than be- 
fore is obvious. Whereas formerly 
there was only one motive that 
could lead investors into equities— 
yield and prospect of speculative ap- 
preciation—in this instance there 
was a strong additional motive: 
namely, protection against inflation. 
Mr. Roosevelt was tinkering with 
the price of gold and announcing 
his determination to bring about a 
major rise in prices. Congress 
passed a law not only authorizing 
revaluation of the dollar but issu- 
ance of $3,000,000,000 in greenbacks. 
The Government plunged deliber- 
ately into huge deficit financing, 
steadily inflating bank deposits. 
The inflationists in Congress yelled 
for something to be done for silver, 


in order to cheapen the dollar still 
further. 

The economists of the country 
worked overtime grinding out ex- 
pert treatises on the subject of infla- 
tion. Great institutions with large 
endowments transferred a portion 
of their funds from bonds to stocks. 
People were warned that in making 
wills or establishing trusts they 
should make provision for trustees 
to invest in equities. 

And now, these conservative peo- 
ple, rather than speculators, are 
“holding the bag.” Has there been 
any real change in the investment 
fundamentals? If so, it is not visible 
to the naked eye. The longer range 
alternatives facing this country in 
the spring of 1933 were recovery or 
inflation. They are still the only 
two eventual alternatives, for the 
one thing the New Deal cannot 
stand is a_ protracted deflation, 
which would be political dynamite. 
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The Outlook Through the Year End 


Is Business Near Bottom? Will 1938 Bring a Rebound? 
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AN ADVERTISEMENT OF THE WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY « EAST PITTSBURGH, PENNSYLVANIA 


‘Aw please, mother- 
cant we go on the 


STREET CAR?” 





There’s a new” kind of transportation on our city streets today 


BOUT thirty years ago, the 
thrills of streetcar riding were 
crowded out of youthful favor by 
the automobile. But they’re show- 
ing strong signs of a comeback 
today. It’s old stutf to go down- 
town in the family car — but gosh! 
wouldn’t it be fun to go in that big, 
shiny, low-slung trolley! It travels 
along so smooth and nice you can 
hardly hear it coming —picks up and 


“goes places” like a sport roadster. 


And talk about four wheel brakes..! 


eer 


It is a far cry from the ““Tooner- 
villes” of yesterday to the modern 
streamline electric cars and trolley 
coaches. This new-day electric 


equipment is evidence of the 


“public-be-pheased” attitude of 


modern street-transit management. 
It combines speed and mobility 
with the clean, quiet smoothness 
of electricity itself. 


To make such equipment pos- 


@) Westinghouse 


Tle name Tl mew 7 
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sible, car builders called upon 
Westinghouse engineers to solve 
many technical problems. On a 
large proportion of the new cars, 
the motors, control apparatus and 
braking systems are Westinghouse- 
built. The street railway industry is 
thus one of many through which 
Westinghouse serves the public 
indirectly, besides its direct serv- 
ices to homes, farms, offices and 


factories everywhere. 
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BUSINESS | 


The Trend of Events 


CONSTRUCTIVE CRITICISM ... The most carefully 
prepared and comprehensive factual analysis of the 
causes underlying the collapse in the stock market 
has been made in an 8,000-word statement issued by 
Winthrop W. Aldrich, chairman of the Chase National 
Bank. Mr. Aldrich concludes that the chief cause of 
the disaster is to be found in unwise Federal tax policy 
and in excessive official curbs on responsible speculation, 
the net result being a market so devoid of breadth and 
liquidity that when even moderate liquidation devel- 
oped it could not be absorbed without disproportionate 
reaction. 

He emphasized the obvious fact that a broad and 
active securities market is of primary importance to 
investors, to corporations, to the Treasury and other 
public bodies, both as borrowers and tax gatherers; and 
to the banks as lenders, investors and trustees; and for 
this reason urges that the impaired efficiency of the 
market calls for prompt correction. Such correction, he 
adds, could be accomplished without abandoning the 
underlying policy of eliminating abuses. To that end 
he suggests that the high tax on capital gains should be 
changed to a low rate flat tax, which would increase 
Treasury revenue; that the rule regarding trading by 
insiders can be changed so as to restore protective action 
by insiders on breaks and still prevent unfair use of 
inside information; that margin requirements can be 
made a more flexible instrument of control, rising on 


booms and declining on breaks; and that the great range 
of uncertainty regarding what is allowable in the activity 
of specialists and other dealers can be greatly reduced by 
prompt and clear definitions by the S E C. 

Mr. Aldrich does not speak for frenzied finance or 
unregenerate speculation. He happens to be a post- 
1929 banker and, indeed, represents a wholesome “New 
Deal” in the management of the biggest bank in the 
country. Whether one agrees wholly with his views or 
not, his criticisms are objective and constructive. They 
certainly merit the attention of an Administration which 
apparently has lost sight of the reality that a broad and 
liquid market is vital to the successful functioning of 
our economic system. 


EYES TURN TO CONGRESS... Although business men 
instinctively breathe a bit easier when Congress is not 
in session, there is nothing in the history of the past few 
years to indicate that sales, prices or profits are impor- 
tantly affected by this consideration. At any rate there 
is nothing to be done about it, for under a democratic 
government recurrent sessions of Congress are part of 
the game; and certainly in the present setting it makes 
not a bit of difference to business that our national 
legislators will get on the job on November 15, at special 
call of the President, rather than meet six weeks later 
in regular session. Maybe this will make the regular 
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session shorter—as is intended—and that would be to 
the good. 

It is a formidable and ambitious program that the 
President asks to have enacted with all possible speed: 
the wage and hour legislation, a broad farm bill, anti- 
trust legislation, government reorganization and the 
regional planning measure which is better known as “the 
seven TV A’s.” To handle all of these in six weeks 
would require a “bum’s rush” through a rubber-stamp 
Congress. We have had too much of that sort of thing 
and—fortunately—there are indications that Congress 
is in no mood to say, “Yes sir,” quite as promptly as it 
formerly did. For the present there is nothing in the 
program that we can debate, since the final form of the 
more controversial measures is yet to be shaped. 

We have a suggestion for the future, however, which 
we are sure the country would approve. Why not have 
a special session every autumn devoted exclusively to 
reconsidering the legislation previously adopted, check- 
ing its actual results against what had been expected, 
considering practical revisions? Second thought often 
is a lot more valuable than new ideas, which also may be 
foolish—as foolish, for example, as the bright idea of the 
undistributed earnings tax turned out to be. 


SATISFYING NOBODY ... The American Federation 
of Labor hotly charges that the National Labor Rela- 
tions Board is biased: against it and in favor of the 
C. I. O.; and it demands that Congress do something 
about it. But with equal vehemence the C. I. O. says 
the reverse is true and that the Board has unduly favored 
the A. F. of L. in its decisions. We wouldn’t know about 
that, but one bias of the Labor Board is quite certain’ 
and that is its bias against employers. In all fairness, 
however, it must be said that this is not its fault. The 
law itself is one-sided and biased. The employer cannot 
even invoke it, and the labor unions invoke it only when 
it accords with the strategy of the moment to do so. 

If ever a law cried aloud for wholesale revision, this 
is it. It has not brought peace between labor and man- 
agement. It is powerless to halt the A. F. of L.-C. I. O. 
battle royal, in which many innocent bystanders are 
going to get hurt. Since it satisfies neither business nor 
either of the two dominant labor groups, why not tear it 
up and write a new law? 


ANOTHER GAMBLE ... A tremendous cotton crop 
and decline in the price of this staple have apparently 
stampeded many members of Congress in favor of a re- 
newed experiment in Federal crop control. Actually the 
cash return on the enlarged crop, plus Government bene- 
fit payments, will leave the cotton farmer about as well 
off as he was a year ago. Nevertheless, political eyes see 
another acute farm emergency upon us. 

Under this and preceding Administrations the Gov- 
ernment has been trying to solve the perennial “farm 
problem” for years. The fact that it is still with us 
would seem to suggest that it may in the end be beyond 
the wisdom of politicians to find a genuine solution. 





While the size of the present cotton crop is taken as 
pointing to the need of Federal control, the reasons for 
its size reveal precisely why attempted control can only 
be a gamble. This crop was not made on abnormally 


large acreage. It resulted from abnormally favorable 
growing conditions through the season and record high 
yield per acre. No planner at Washington can forecast 
next year’s cotton or wheat yield, and even if he guessed 
it right the size of the crops would not necessarily de- 
termine the prices, for they will depend upon world 
supply-demand as well as upon domestic factors. 

We do not deny that the farmer—buying in a tariff- 
protected market—is entitled to equitable consideration 
by the Government, but we sometimes wonder whether 
the one-crop farmer, who is the crux of the farm prob- 
lem, would not be better off with more adjustment of 
his own way of life and manner of doing business and 
with less dependence on Washington. We wonder about 
this especially when we see farmers in the East—includ- 
ing many on poor New England soil—getting along 
quite comfortably, not anxious to have the Government 
tell them what and how much they should plant and 
not at all desirous of being “resettled.” A Congressional 
committee has been sounding out opinion among Western 
and Southern farmers as to what should be done. Why 
not ask a few successful and satisfied farmers from Penn- 
sylvania and New England how they do it? Maybe there 
is a secret formula that Washington doesn’t know about. 


THE BRIGHT SIDE... Every now and then our eco- 
nomic system—like a motor vehicle—finds itself in need 
of repairs and adjustments. Unlike the motor vehicle, 
it has a way of adjusting itself as supply-demand forces 
press for balance. The bright side of the apparently ad- 
verse business changes now going on is that they repre- 
sent virtually automatic and forced adjustments through 
which the system is working back to a healthy balance. 
The pessimist can emphasize the temporary pain in- 
volved in the process. The optimist can see that only 
by getting on with the needed repairs can the vehicle 
be made ready to carry us forward again. 

Business buying is on a hand-to-mouth basis. Prices 
are being whittled down here and there. Output of cot- 
ton textiles and rayon is being curtailed. Steel produc- 
tion is pulled down in line with incoming orders, and 
probably under current consumption. The tire com- 
panies, hoping to continue a two-year record without 
chaotic price slashing, plan to curtail operations. Cop- 
per producers are slowing down, watching surplus stocks 
closely. These and many other “unfavorable develop- 
ments” are needed adjustments, bringing us nearer a 
turn for the better. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 8. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, October 18, 1937. 
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BY CHARLES BENEDICT 


THE BUSINESS OF WAR 


W:: has become a factor of increasing influence to 
business in recent weeks. On the one hand, threats of 
world conflict in which we would inevitably be involved 
have tended to frighten trade, finance and industry into 
an expansion-killing cautiousness. On the other is the 
suggestion of an arms program that would stir busi- 
ness activity to new heights—even though unsoundly. 

Of the two forces, the latter is the more likely of 
realization; for despite all the menacing gestures, and 
even in the face of actual combat in Spain and the Far 
East, the probabilities of an early change from our 
present status is unlikely. In the Far East it appears 
that only Russian, French and English “volunteers” 
will participate on the side of China. In the Mediterran- 
ean the situation will continue on the same basis at 
least until next spring. Nevertheless, preparation for 
war will go on—if anything at an accelerated pace. 

War preparation, the building of ships, the manufac- 
ture of arms and munitions is, indeed, the popular 
mode of economic resuscitation. Unsound in principle 
and morally deplorable though it is, it has been used 
effectively to activate the machinery of trade and indus- 
try in the dictator countries and more recently, regard- 
less of credit strain or budgetary unbalance, Great 
Britain has embarked on a huge program of rearm- 
ing. Already it is producing greater 
activity in her industries, although obvi- 
ously at the expense of considerable 
essential production. 

All this preparation for war and the 
waging of various undeclared conflicts 
is affecting the United States in two 
ways. First, the fact that other nations 
are giving over a substantial portion of 
their normal productive machinery to 
munitions means a larger volume of 
orders from this country for much equip- 
ment and many products which coun- 
tries are not producing for themselves. 
That explains the heavy demand for 
machinery and tools for export. It is 
probable that Britain will spend as 
much as a billion dollars here within the 
next year or more, and it is understood 
that parleys have been undertaken to 
find the way in which such purchases 
may be financed without accelerating 
the flow of gold here and without 
Britain seizing the American securities 
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of her nationals and dumping them on our markets. 

The second effect on us of the world’s war alarms is 
obvious in the President’s recent demand for observance 
of the sanctity of treaties and its implications of a more 
active part in world moves toward peace or war. While 
every avail will be made towards preserving the for- 
mer, the inference is clear that we must prepare to 
back our stand with force if necessary. The suggestion 
of a two or three billion dollar arms program is not 
idle vaporing. Admittedly the allotments of the present 
administration, including appropriations for the 1937-38 
fiscal year, have amounted to over two billion dollars to 
the War Department and two billion seven hundred 
million dollars for the Navy, and that two large battle- 
ships have been authorized, not to speak of many smaller 
craft, but all this is small in relation to what may be 
done in the months to come. 

Our steel mills, aviation manufacturers, machine 
builders, metal fabricators and a host of other producers 
are destined to receive an increasing volume of business 
both from foreign sources and our own domestic re- 
quirements. 

The shadow of Mars may supplement normal busi- 
ness expansion to produce highly active conditions in 
1938. 








What's Ahead for the 


i Oe - 


by the pattern of the past two months, recent 
extension of the decline by approximately 20 points in 
the Dow-Jones industrial average should now be followed 
promptly by technical rally—but positive indications of 
a termination of the deflation and of the establishment 
of a solid base for a worth while intermediate recovery 
have not yet been provided. 

Measured by every normal investment consideration, 
stocks look absurdly cheap. Yields are 
fantastically high in comparison with 
prevailing money rates; and even if one 
were so pessimistic as to assume that 
dividend payments during the next 
twelve months may be only half those 
of the past twelve months, the return 
on many sound stocks nevertheless 
would be abnormally high in relation 
to yield on high grade bonds. 

It is no wonder that business men 
are incredulous and that they are mys- 
tified by the magnitude of the collapse 
in the stock market. They note that 
third quarter earnings reports are gen- 
erally excellent. They know that the 
change in the business trend thus far 
has been far milder than the change in the market. 
They are unanimous in regarding this period as one of 
temporary readjustment—very likely to prove neither 
longer nor more severe than the business reaction of 
1924—and they scoff at the thought of sliding into a 
new depression before we get out of the last one. They 
point out that at no time did speculation reach serious 
excess, as proven by the low volume of credit repre- 
sented by security loans. They observe that there has 
been no over-expansion of capital facilities or of con- 
struction, but that, on the contrary, such activities have 
fallen away from a depression level, leaving great accu- 
‘mulated deficiencies needing to be made up. In short, 
they see none of the conditions which ushered in past 
depressions. 

And yet the percentage decline in the market from 
March high to recent low has been greater than in the 
memorable 1929 crash, as shown by this publication’s 
representative index of 330 equities—an index which, 
unlike the Dow-Jones averages, reflects, roughly, 90 
per cent of the total trading volume. By the same mea- 
surement, the market as this is written stands a bit 
under the best level of July, 1933, which means that all 
of the net advance of three years and ten months has 
been cancelled. 

Comparing present credit factors, business volume 
and earnings with those of the summer of 1933—and 
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assuming that an economic recession equal to that of 
1924 and lasting well into 1938 is probable—stock prices 
seem out of line with the business and credit realities. 

The degree of this apparent discrepancy suggests very 
strongly that much of the trouble has been with the 
internal mechanism of the market, as so ably expounded 
in the exhaustive public analysis of the collapse recently 
made by Mr. Aldrich, the chief of the largest bank in 
this country. Many observers, including 
ourselves, doubted the wisdom of the 
excessive restrictions ruthlessly placed 
upon the market in 1933 and 1934. 
Many, including ourselves, pointed out 
that their ultimate test would not be 
met until the bull market ran into 
trouble—but we know of no one who, 
prior to September, visualized the full 
scope of the damage that had been done 
to the market mechanism by well in- 
tentioned Federal reforms which are 
now shown to have harmed legitimate 
investors more than they have been 
helped. 

It is pointless to try to apportion the 
fault among the various Federal re- 
straints, but certainly the composite effect of confisca- 
tory capital gains taxes in the higher brackets, the bar 
on “insider” speculation, high margins, S EC activities 
and other curbs has been to make the market thinner 
than ever before and more defenseless than ever before 
to liquidating pressure. How serious this impairment 
of liquidity is can be realized when it is noted that since 
mid-August only 4 per cent of the total number of 
shares listed on the New York Stock Exchange have 
changed hands, yet in this period the market has de- 
clined some 35 per cent in our index and 28 per cent in 
the Dow-Jones industrial index. Never before in the 
history of the market has so serious a slump been 
brought about on so small a volume of transactions. 
Hence, the real abnormality has not been the scope of 
the liquidation but the paucity of buyers and the wide 
spreads between bid and asked quotations. 

It is therefore probably accurate to say that while 
the decline itself has produced fear regarding the future 
course of business and corporate earnings, the biggest 
fear among sophisticated investors and speculators— 
both domestic and foreign—has been fear of the mar- 
ket itself. It is something new and strange and enor- 
mously disturbing that stock prices can break out of 
all proportion to apparent economic or credit probabili- 
ties—and people naturally fear the new and the strange. 
On the advance the changed technical conditions worked 
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climax. 


Recent rapid deterioration of prices may represent a 
Although we regard the market as being in a 


definitely attractive buying range, conclusive proof of 


a change in intermediate trend remains to be supplied. 


in reverse and many people were surprised by the infre- 
quency and small scope of technical reactions, just as 
they have been dismayed during most of the August- 
October decline by the infrequency and small size of 
technical rallies. 

Nevertheless there will come a time when the sheer 
attraction of investment yields outweighs all doubts, 
both internal and external; and we feel that such time 
is very near, if not immediately at hand. For one thing, 
we have seen informed and intelligent scale-down buy- 
ing by large interests over the past several weeks. We 
have seen liquidation increasingly motivated by specu- 
lative necessity or by an unreasoning panic of fear. 
None is more bearish than the bulls of a month ago. 
On the basis of what we see, we would not advise 
letting go any stocks here. We regard the market 
in general as being in a range attractive for scale-down 
investment purchases, although, of course, the safety 
first policy—especially as to speculative commitments— 
is to await evidence of stabilization over a reasonable 
period, as reflected in the market’s own action. Natu- 
rally, one will pay more than bottom prices in following 
such a course, but the risk will be minimized without 
missing more than a moderate proportion of the sub- 


stantial intermediate recovery that will inevitably de- 
velop, whether it starts from the present level—as is 
quite possible—or not. After a decline so severe, straight- 
line recovery of any major percentage of the ground lost 
since mid-August is highly improbable. There will be 
the usual belated selling for the market to absorb and 
the usual secondary reaction, with all eyes watching to 
see whether at last this one will stop short of former lows. 

There is no reason to fear that developments in busi- 
ness between now and the end of the year will give the 
market fresh cause for alarm. The trend of the adjusted 
business indexes very likely will continue downward to 
a probable bottom in December, but the market has 
already discounted more decline in volume and profits 
than can possibly occur this year or that is likely to 
occur next year. Indeed, it should soon begin to antici- 
pate some improvement in the economic picture after 
the turn of the year, for a January-February rebound, 
even under adverse conditions, has always been one of 
the strongest of business habits. Then, too, deflation 
certainly is not going to get any immediate help from 
Washington. Although none can forecast what this 
Government is going to do, it will surely do something 
—and the intent will be to help the bull cause. 








M.W.S. BUSINESS ACTIVITY 
PER CAPITA BASIS 


otuat? 


BUSINESS ACTIVITY INDEX 


MILLION SHARES 








THE MARKET RECORD 






VOLUME 


130 


20 


M.W.S. COMBINED AVERAGE 
330 COMMON STOCKS 
100 


‘o 
°o 
INDEX 


STOCK PRICE 


80 




















A decline in commodities, a slowing up in 


business and the worst break in securities 


since 1929. This is a managed economy: 


What is Washington 
Going to Do About it? 


BY JOHN C. CRESSWILL 


j an Roosevelt Administration is firmly committed to 
the difficult obligation of “controlling” the business cycle 
and the commodity price trend. Moreover, if the New 
Deal is to preserve itself in political power, expanding 
economic activity and national income are imperative 
necessities. For both of these reasons, Washington is 
deeply concerned by severe decline in security and com- 
modity prices and by the obvious beginnings of a busi- 
ness recession of more than minor scope and duration. 
Inevitably the Government will have to “do something 
about it.” What can it do? What should it do? 

To begin with, the New Deal “managed economy” is 
a loose aggregation of many policies and devices. Regu- 
lation of bank credit, financing and stock speculation 
is only one aspect. Taxation is increasingly used with 
the aim of social reform and economic regulation. 
Directly and indirectly, higher wages and shorter hours 
are sponsored on the faulty reasoning that this is at once 
reform and economic stimulation. With insufficient 
attention to the need of a vast increase in the production 
of new wealth, there is continuing emphasis of the New 
Deal’s purpose to shift available income from the “haves” 
to the “have-nots.” Through the entire program runs a 
deep antipathy to and distrust of business men and 
bankers; and a determination to gather into the hands 
of the President the maximum possible powers of eco- 
nomic regulation. Changes in policy and method are 
so frequent that what Mr. Roosevelt may or may not 
do has become literally the No. 1 question in the busi- 
ness and financial mind—a continuing source of deep 
uncertainty, a continuing shackle on the intangible but 
vitally important factor of business and investment 
confidence. 

In the existing setting it is utterly fatuous to suppose 
that the desired results can be had if the President 
simply presses this or that button. Too much reliance 
has been placed on legislative and administrative coer- 
cion, with inadequate recognition of its shortcomings. 
In “managed economy” it is especially true that nothing 
succeeds like success; and, conversely, failures are dis- 


astrous. Last year, campaigning for re-election with 
business expanding, the President said, “We planned it 
that way.” Early this year he and his associates 
“planned” to give a mild check to what appeared to be 
an incipient boom—but what followed—the wholesale 
bank liquidation of Government bonds, the drastic col- 
lapse of the stock and commodity markets and the re- 
versal of the business trend—was not “planned.” On 
the contrary, it was an unpleasant surprise. 

Now if “managed economy” is to work, people must 
believe in its magic; and they can believe in it only so 
long as it maintains at least a plausible appearance of 
knowing what it is doing. The present deflation is a 
staggering blow to the prestige of New Deal “manage- 
ment.” That is why the prompt renewal of reflationary 
efforts—such as the lowering of rediscount rates, de- 
sterilization of $300,000,000 of gold and Federal Reserve 
open market operations—proved powerless to halt the 
slump. That is why reassuring statements emanating 
from Washington officialdom now do more harm than 
good. 

It is clear that extraordinary efforts are going to be 
required to get a soundly-based economic recovery under 
way again, and that minor “shots in the arm” are very 
likely to fail. Money rates are extremely low and there 
is no shortage of bank credit. Further lowering of in- 
terest rates or further expansion of the credit potential 
would be futile, for the business horse can be led to 
water but all the power in the New Deal can not force 
him to drink. Easing of stock margins might readily 
be taken as a gesture motivated by fear at Washington, 
and thus inspire further speculative fear. 

Yes, New Deal “management” is at a fork in the 
road. The alternatives are further deflation—which is 
politically impossible—; an unsatisfactory compromise 
which would mean a succession of intermediate ups and 
downs in business—all within a depression range—; or 
a major inflation which can only take two forms: one, 
an inflation of fright sufficiently effective to force general 
spending; the other an inflation of confidence resulting 
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in more active use of available bank money and a re- 
vived flow of savings into long term investment through 
new corporate financing. 

An inflation of fright would necessarily be coercive. 
To bring it about the Government would have to renew 
large scale deficit financing, which both inflates bank 
deposits and forces artificially created purchasing power 
into the economic system. Not only would this be ulti- 
mately disastrous, destroying the last vestige of faith 
in the New Deal theory of credit management—emer- 
gency “pump-priming” to be followed by a transition to 
private credit initiative—but there are major practical 
and immediate obstacles with which such a policy would 
meet. Because of an already high ratio of liabilities to 
capital, the banks generally are neither able nor willing 
to finance a further major inflation of the Federal debt. 

On the other hand, an effective inflation of business 
and investment confidence can only rest on co-operation, 
rather than coercion; and to bring it about would re- 
quire some major changes in the Roosevelt policies and 
philosophy—some of which changes do not fit in with 
expedient politics. No change that does not give the 
business man, the investor and the responsible specu- 
lative-investor a substantially greater incentive to risk 
capital commitments will be effective. No change that 


does not put emphasis on the creation of new wealth 
ahead of the mere redistribution of existing national 
income will be effective. 

At least as to fundamentals, economic and financial 


history has a way of repeating itself with remarkable 
consistency. A full understanding of the magnitude of 
the problem that the Roosevelt Administration now 
faces—and will face for some time to come—can be had 
by comparing our present situation with that of 1923- 
1924, both as to similarities and differences. 

Early in 1923 recovery from the 1920-1921 depression 
reached a stage with some of the earmarks of incipient 
boom. Surplus stocks of materials gave way to tempo- 
rary scarcity as revival of durable goods industries sud- 
denly expanded demand and speculators stepped into 
the commodity markets in competition with business 
buyers. Our credit “managers” of that day did not real- 
ize that the temporary price boom had appeared at some 
stage in every past recovery from depression or that it 
would inevitably correct itself as speculators took prof- 
its, quotations reacted and forward buying by business 
men terminated. Instead of letting nature take its 
course, they put on the brakes through deflationary 
open market operations by the Federal Reserve System 
and a raise in rediscount rates. 

March, 1923—when official and unofficial excitement 
over the runaway commodity price boom was at its height 
—was the peak of the boom. Over the next fifteen months 
commodities sagged irregularly but persistently down- 
ward, the broad index of the Bureau of Labor dropping 
from 104.5 to 94.9, and with—as usual—a much more 
severe decline in sensitive spot prices and commodity 
futures. Business activity, as measured by the Reserve 
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TWO BUSINESS RECESSIONS 


either for reform or economic regula- 
tion, and savings were flowing into long 
term investment — financing expansion 
of capital facilities—at a high rate. 





Checks upon capitalistic endeavor and 
the profit motive were few and reason- 





L 1923- 


1924 able. 























© 
t 





1926 =100 


1936 - 1937 


Nevertheless, in that setting business 


/ activity suffered a decline of more than 





20 per cent. Are we more likely or less 
likely to experience a comparable reac- 
tion in the present setting? Is it more 
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they proved in the summer of 1924? To 
any intelligent mind, these questions vir- 
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tually answer themselves. 
Today the Federal easy money policy 

















has gone to such lengths that it can no 
longer be used as a device for prompt 
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make any real difference if it were cut 
to % of 1 per cent. Open market pur- 
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chase of Government bonds may tend to 
check liquidation of gilt-edged bonds, 
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means little in a period in which we are 
making nowhere near maximum use of 








Board’s seasonally adjusted index, made a peak of 106 in 
the late spring of 1923, sagged downward the rest of the 
year, rallied moderately in January and February of 1924 
and then fell away rapidly to a low of 84 in July, 1924, 
the net reaction in thirteen months amounting to 22 
points in the index or more than 20 per cent. The stock 
market declined from the spring of 1923 into the autumn, 
whereupon the Reserve Board reversed itself and began 
reflationary open market operations. The stock market 
rallied into the winter of 1924, without reaching the 
1923 high, and then sagged down again. By May it 
was threatening the lows of the preceding autumn, so 
the Reserve Board reduced rediscount rates from 414% 
to 4 per cent on May 1, cut them again to 31% per cent 
in June and once more to 3 per cent in August. That 
series of easy money moves ushered in the greatest and 
most disastrous bull market in our history—and the 
credit “managers” so well remembered the painful 1923- 
1924 deflation which resulted from what they thought 
was only a mild application of the brakes, that they 
did not again risk slapping them on until it was much 
too late. 

The similarities between the above and what has hap- 
pened since March, 1937, are too well known to require 
comment. But consider the differences. We had a pro- 
business government in that period. Among business 
men and investors there was no initiative-killing uncer- 
tainty as to what Washington might or might not do, 
no general distrust of the Government’s objectives or 
methods. The Federal debt was being reduced, al- 


though taxes were moderate and were not being levied 


12 





the existing credit supply. 

Demand deposits—excluding deposits of other banks, 
Government deposits, foreign bank deposits and “float” 
—stand at approximately €21,300,000,000 and _ this 
“working capital” of the business world is nearly a third 
larger than in 1929, nearly 50 per cent larger than in 
1924. But average monthly check payments, despite 
growth of population, remain about one-third lower 
than in 1924. As for new capital financing—life blood 
of heavy industry expansion—the total of the past five 
years does not equal that of the single year 1924 and 
but modestly exceeds that of the single year 1923, when 
business and markets were declining. 

What inducement has the large capitalist to risk in- 
vestment—either directly in a new factory or indirectly 
in a new issue of stock? If his venture is profitable, 
the Government will tax away a major portion of his 
gain. In a nutshell, the Federal tax policy applied to 
wealthy investors and speculators is: “Heads, we win; 
tails, you lose.” If our profit-and-loss system—the 
health of which requires confident re-investment of sav- 
ings into wealth-creating enterprise—can function with 
full satisfaction to any element of our people under such 
a tax policy, that will be something new under the sun. 
And to make sure that corporations shall not have sav- 
ings for re-investment—and that new and growing enter- 
prises will have a millstone draped about their necks— 
the New Deal has found a perfect “remedy” in the un- 
distributed profits tax. 

There are many business men and bankers who possess 
intellectual integrity and social vision, as well as a hard- 
headed knowledge of eco- (Please turn to page 58) 
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The Foreigner 


Buys and Sells 


America 


A Consideration of the Extent and Influence 


of Foreign Investments in Our Securities 


BY H. M. TREMAINE 


I. the good old times of normalcy when the United 
States was a dependable international debtor, the inter- 
national exchange of goods and credits was as natural 
as ram. We owed huge sums of principal and interest 
to foreigners on capital account, and we paid them off 
with goods that we had in abundance and the foreigners 
wanted avidly. International trade then was really trade 
—our economy was founded on substantial goods rather 
than on intangible bookkeeping entries. 

Disposing of an international balance is child’s play 
when the debtor country has a surplus of goods that the 
creditor country wants. Maybe it would not have made 
very much difference in those years when we were glad 
to owe foreigners on capital account and equally glad 
to pay them off in pork and potatoes, ham and eggs 
and such like, but the World War changed all that. 

In these days when we are not only international shop- 
keepers and vendors of commodities, but are also bank- 
ers and lenders to other nations, it makes a lot of 
difference who owes who. 

Considerable light is thrown on the situation by a 
recent study of the Finance Division of the Department 
of Commerce which provides at last an adequate statis- 


tical basis for estimating annual interest and dividend 
payments by United States concerns to investors resid- 
ing in foreign countries. The study however does more 
than that, for it affords data on the extent of foreign 
holdings of American securities and other investments 
in this country. 

The total interest and dividend payments by this 
country to investors residing abroad in 1936 is estimated 
to have aggregated $238,000,000, as compared with the 
corresponding interest and dividend receipts of $568,- 
000,000 on American investments abroad. 

There is little need to go beyond this item to under- 
stand the persistent menace of “hot money.” On this 
item alone, it is obvious, the United States is in receipt 
of $300,000,000 a year that it doesn’t need, and actu- 
ally dreads. Here is a pretty ugly phase of what might 
be called an economy of abundance that breeds an econ- 
omy of scarcity. We have no use for this symbolic 
wealth and God knows that the poverty-stricken old 
world ought to have use for it. Kept at home, the 
money could very well be used by the pretty well social- 
ized governments of the old world. Over here our capi- 
talistic economy finds little use for it. Tattered, torn 





Foreign Long-Term Investments in the United States by Countries, End of 1934 
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United Nether- Switzer- Other Latin Rest of 

Type of Investment Canada Kingdom France lands land Europe America World Total 
Direct investments (book value)................... 367 678 24 224 71 68 6 60 1,518 
Common stocks (market value).................... 333 233 81 133 101 47 13 261 1,202 
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ready under the strain of large amounts 
of capital diverted to the United States, 
still managed to make new commit- 
ments in American securities, amount- 
ing to $1,000,000,000 in long-term in- 
vestment account alone. In addition, 
the impoverished world was debtor on 
current trade accounts to American 
manufacturers and exporters to the ex- 
tent of several hundred million dollars 
less than the corresponding credits ex- 
tended by foreign business houses to 
their American customers. 

In former times American worry 
about foreign investments in the 
United States pivoted on the fear that 
the smart and patient foreigner might 
eventually come to own the United 
States, lock, stock and barrel. Now 











and hungry Europe ought to be buying immense quan- 
tities of American produce and paying for them with 
goods instead of gold. 

It is now apparent that probably ever since 1920 the 
outside world has been running into debt to us at a 
greater rate than was suspected. The survey under con- 
sideration does not provide data adequate to test our 
net receipts on capital account between 1922 and 1930 
inclusive. It does, however, provide considerable statis- 
tical evidence that during the period from 1931 to 1934 
receipts were materially underestimated. The present 
survey depends for its totals in part on “a marked 
increase in the rate of dividend payments” as well as 
substantial additions to foreign holdings of American 
securities during the latter period. In the earlier peri- 
ods the facilities for estimating receipts were better 
than those for determining payments; consequently the 
margin of error to which net receipts were subject was 
influenced primarily by the percentage of error in the 
estimated payments of interest. 

When the World War upset the apple cart by chang- 
ing the United States from a debtor to a creditor coun- 
try, the effect was most disconcerting. In its field this 
revolution was as upsetting as if persons who have been 
selling goods to other people suddenly found that they 
must turn the tables—put up cash and take the goods. 


Increasing Alien Ownership 


Now, for the first time we have the facilities for know- 
ing quite closely the value of American securities which 
remained in foreign hands at the conclusion of the War 
and the additional purchases or sales, by classes, made 
for foreign account in subsequent years. 

In addition to the United States’ long-term invest- 
ments abroad of $12,486,000,000 at the end of 1936, 
there was $759,000,000 of American owned bank bal- 
ances and other short-term credits abroad. Foreigners 
had such corresponding long-term credits in this coun- 
try amounting to $6,108,000,000 while their short-term 
credits were $1,530,000,000. Thus at the end of 1936, 
the United States stood as natural creditor of the world 
to the extent of $5,607,000,000. 

The old world, crushed by its domestic debt, and al- 
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the cause of apprehension is that the 
foreigner may periodically cause a vast smash in invest- 
ment values by ganging up to unload on the American 
investor. Indeed, there is reason to suspect that his 
unloading has been an important factor in the decline 
in our market since last August. 

In 1936, it was found, the foreigner owned invest- 
ments in the United States worth $6,108,000,000. The 
high water mark before 1936 was 1914 when the total 
was $7,000,000,000, of which $5,000,000,000 was in secur- 
ities. Compare that figure with $3,700,000 in 1927 and 
$4,700,000 in 1929. Obviously, the “political debts” are 
not taken into consideration. The international war 
debts due to the United States, including the German 
obligations are something over the fantastic sum of 
$15,000,000,000 even though payments on account since 
the debts were funded amount to $2,750,000,000. 

While it cannot be denied that the stake of our for- 
eign friends in this country is some $7,000,000,000, it is 
only about three per cent of the national wealth. On 
the other hand, it is important to remember that this 
foreign ownership is mostly liquidable in American 
securities. In 1936 the score is represented in the accom- 
panying graph. 

But what about the score since the close of last year? 
The Treasury Department recently issued figures from 
foreign countries which show that as late as March, 1937, 
foreigners were buying American securities more than 
they were selling. But thereafter necessitous selling from 
London, and some from Amsterdam, as a result of the 
collapse in heavy speculation there, greatly accelerated 
the liquidation and left the foreigners largely sellers 
on balance. 

The effect of foreign liquidation was apparent through- 
out the list of American securities. Foreigners no longer 
confine their interest to American railroads but accord- 
ing to a study based on 2,774 corporations at the end of 
1934, are more strongly inclined toward our manufac- 
turing enterprises. In total they held at that time com- 
mon and preferred shares to the value of $573,000,000 
in manufacturing companies with particular favoritism 
shown for machinery and equipment makers first, foods 
and beverage manufacturers second, chemicals third and 
automobiles fourth. 

The total market value of (Please turn to page 64) 
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Wass is our biggest industry? The average person 
would give you the off-hand opinion that steel or motors 
or perhaps the railroad industry is the largest in point of 
actual business done. But any of these giants is dwarfed 
by the food industry. Even its components taken indi- 
vidually show up among the largest. The gross income 
1935 
In the same year (the last available 


from farm production in 
$8,500,000,000. 
census study) the net sales of 
processed foods and kindred 
products totaled nearly $10,- 
500,000,000. The meat packing 
industry alone accounted for 
nearly $2,500,000,000. Retail 
sales of food amounted to $8,- 
362,000,000 — more than the 
total value of all iron and steel 
products and machinery manu- 
factured in 1935. 

In the accompanying table 
the relative size of our major 
industries is indicated by the 
dollar value of the service ren- 
dered, work performed or 
goods sold, as the case may be, 
and without consideration of 
such items as invested capital, 
property, natural resources, 
etc. 

Since the business of feed- 
ing our population is far and 
away the largest, it is logical 
that the industry concerned 
with clothing it should rank 
next. Manufactured textiles 
in 1935 were valued at $5,879,- 
000,000 and boots and shoes 
totaled $688,000,000. Retail 
sales in apparel stores, alone, 
amounting to $2,656,242,000 
were more than $1,000,000,000 
greater than the value of all 
construction work performed 
in that year. 

Of the many items grouped 
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The Biggest Industries in America 


If You Think You Can Name Them, Try 
It Before You Look at the Table Below 


BY MONROE MARSHALL 


under the classification 


was in excess of 





Our Biggest Industries 


(Based on Annual Dollar Revenue) 
MANUFACTURING 


Food and kindred Products............. .. $10,489,531,000 
Textiles (exclusive of unfinished rayon).... 5,879,082,000 
Iron and Steel Products....................-... 4,260,413,000 
PN 52 ak a e.ce5 555% 3,931,305,000 
Automobiles 
Vehicles.......... 2,492,736,000 
ins oo 54 dks a ea eda we 1,570,095,000 
Petroleum Refining..................... 1,906,310,000 
Chemicals and Allied Products 2,863,246,000 
Forest Products........... sideasosveretansrk waeoareeess 1,694,131,000 
Non-ferrous Metal Products..................... 1,627,090,000 
Pee ee eee ey ee ee 1,521,719,000 
Tobacco Products........ eer 1,205,904,000 
Stone, Clay and Glass Products.................. 950,520,000 
NIN a2 os ck coded b855 ce cdeeseeeees 688,452,000 
ee ee 695,946,000 
All Manufacturing........ COT ee 43,801,214,000 
SERVICE AND DISTRIBUTION 
NN re ee ree orien Dena eee aee eenias 3,452,000,000 
Electric Light and Power........................ 1,921,077,000 
COMMNMMICUNIOND S36. 5.5.0 o-s8idrs sis ee bwte weiesled ag soe 1,145,977,000 
Service Establishments.......................... 2,029,302,000 
PIII 50g 5's obo n'a, isis olvrecs canave ; 699,051,000 
 . 8,362,425,000 
General Merchandise and Variety Stores.......... 4,619,751,000 
Automobile Sales and Accessory Stores.......... 4,606,650,000 
NR Se eS ae 2,656,242,000 
URINE ogc is cies oS cote 8 He Oi Aes ke Se 1,963,714,000 
Furniture and Household Stores.................. 1,289,896,000 
Hardware-Lumber Stores....................... 1,864,275,000 
EME Ro Skea ois ak eee oe ste leue owe 1,232,593,000 
Eating and Drinking Establishments............... 2,390,860,000 
PE PD CD og oie os ccc ere secceecs 33,161,276,000 
EXTRACTIVE INDUSTRIES 
Metal and Coal Mining........................ 3,671,600,000 
MEpOe CE OI TNO oo oio oos a soins a dle owes os 994,000,000 
fees ug gy | |. a 1,622,862,000 
PMTs ia ss osc esc i dad ede is de seeeeee 8,508,000,000 


Figures compiled from data of U. S. Census of Manufactures, 
and Dept. of Commerce. 








of iron and steel products, the 


most important in point of value were steel-works and 
rolling mill products, accounting for $1,890,852,000. Tin 
cans, it might be noted, contributed $297,362,000. In 
the machinery group manufactures of electrical ma- 
chinery accounted for the largest total, $1,084,266,000, 
and it is noteworthy that the combined value of business 
machines and typewriters of some $125,000,000 was ex- 


ceeded by radio and phono- 
graph apparatus with a sales 
value of more than $195,000,- 
000. 

Reported sales of the auto- 
mobile industry together with 
those of manufacturers of 
bodies and parts fully substan- 
tiate the economic importance 
of this group. It may be news 
to many, however, that the 
total sales value of tires and 
tubes was some $226,000,000 


less than leather boots and 
shoes. 
Paints and varnishes con- 


tribute the largest proportion 
of the sales of manufactured 
chemicals. Fertilizers account- 
ing for about $154,000,000 are 
substantially outranked by 
patent medicines and_ also 
soap. Cosmetics accounted for 
about $117,000,000 and unfin- 
ished rayon, $185,700,000. 
Smelting and refining of cop- 
per, lead and zinc are the most 
valuable of non-ferrous metal 
manufactures, accounting for 
about $500,000,000. Non-fer- 


rous alloys were next, contrib- 
uting more than $400,000,000, 
while sales value of aluminum 
products totaled $109,400,000. 
The various groups listed un~ 
der the Service and Distribu- 
(Please turn to page 64) 

















Special session call due chiefly to Roosevelt’s desire to 
drive Congress, punish it for not enacting his program 
last spring, demonstrate he holds the whip hand. No 
emergency has developed on any subject listed for con- 
sideration. Congress is no more ready to act fast now 
than last session; the same delaying factors still exist. 


Congress won't rush through special program at special 
session, postponing other matters to January, as Pres- 
ident suggests. Most committees will resume their reg- 
ular work where they stopped in August, and there will 
be no disposition to give preference to President’s pro- 
gram except possibly farm bill. 


Business effects of early session should not be adverse 
if it is used to give more time for careful consideration; 
would be if Roosevelt resumes his “take down a law” 
attitude of early New Deal days. But nothing indicates 
this session will be more of a rubber stamp than the last 





WASHINGTON SEES 


No special reason for special session. 


Congress no more a threat to business in 
November than January. 


No administration agreement on anti : 
revamping. 

Government drive against high prices form- 
ulating. 

Tax revision to be pushed but not rushed. 

Fight brewing to restore neutrality policy. 

Crop control plan details nearly completed. 


Regional resource control plan facing big 
obstacles. 





a6 





Washi 


one. And every subject listed has been hanging over 
the head of business for months. 


Anti-trust revision announcement was mild surprise. 
Roosevelt has often discussed this but his advisers are 
badly split on methods and he has not indicated his 
choice. Few think he will have much specific to rec- 
ommend and Congress embodies so many conflicting 
views on regulation of business that legislation, if any, 
certainly will not be precipitate. 


Low-price policy advocacy in fireside chat is significant 
clue. It suggests a reversal of 1933 announcement that 
“raise prices we will.” It may mean possible dissatisfac- 
tion with price fixing under Tydings-Miller act and cer- 
tainly annoyance with identical bidding. Coupled with 
reference to “decent profit” (implying that high profits 
are indecent) it may be tip-off of attempt at govern- 
ment regulation of industrial prices to key in with farm 
price plans. 


Tax revision will be started in November but not rushed 
and won’t affect 1937 returns. Revision of undistrib- 
uted profits tax will be resisted by Treasury, but Con- 
gress will give some heed to business protests and will 
vote modifications to protect working capital, relieve 
indebtedness, and build depression reserves, but probably 
not to permit plant expansion. If this promises serious 
revenue reduction administration will not oppose tight- 
(ning individual income tax exemptions in lower brack- 
ets and broadening tax base. Latter might get through 
Congress since effects would not be felt until after 1938 
elections. 


Neutrality policy of last Congress is completely repudi- 
ated by Roosevelt but he will have hard fight to down 
Senate’s neutrality bloc which will insist on political and 
economic isolation. 


Labor armistice is being earnestly sought back-stage by 
administration envoys working with both A F of L and 
CIO. This is partly to save industry from inter-union 
fights, partly to prevent A Fof L from going anti-New 
Deal. 
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and actions to break down public belief it is biased. 
Chief reason for this attempt to cloak its former mili- 
tancy is fear Congress may clip its powers or appropria- 
tions. 


Farm bill plans are now pretty well agreed on by Agr. 
Dept. and farm leaders in Congress, so law should be 
passed in plenty time for 1938 plantings. Wallace now 
accepts moderate, voluntary crop control, though still 
hinting rigid, compulsory control would be cheaper and 
safer. Plan now virtually agreed to retains broad out- 
lines of much of Wallace’s earlier proposals but uses 
methods easier to get by Congress and Supreme Court. 
Three points will be accepted by Congress without 
trouble: soil conservation payments, bonuses on export 
crops, commodity loans. Fourth point, marketing 
quotas, will meet opposition, but may be adopted for 
emergency use only. 


Seven TV A's bill which President says must be passed 
quickly will meet opposition from many government 
departments whose jurisdictions and prerogatives would 
be lopped. Congressional friends of these activities will 
join foes of public ownership in hampering the bill’s 
progress. Administration spokesmen have never been 
able to conceal bill’s real object by claiming it is chiefly 
for flood control, soil conservation, etc., since President’s 
determination to subsidize cheap power shows up at 
every turn. 


Farm bounty plan is reversion to decade-old equaliza- 
tion fee idea but without segregating domestic and 
export sections of crop. Producers of export crops will 
be subsidized on their entire output (within soil con- 
servation allotments) to make up for having to sell at 
low world prices. Exports would not be subsidized so 
foreign nations could not impose dumping duties. 
Domestic prices would be at world level, so consumers 
would not protest. 


TVA troubles are mounting. Internal dissention is 
more bitter, recently fanned by Fed. Power Comm’s too- 
glowing praise of T V A-sponsored municipal light rates. 
Local interests complain of flooding good farm lands, 
removing populations, wiping out taxables. Program of 
large dams, dictated by power considerations, raises 
unforeseen navigation problems making it difficult to 
charge off power development as navigation aids. 


Jobless census plans are being carefully laid to make the 
most out of a difficult situation, with result that former 
scoffers now see some hope for obtaining worthwhile 
figures on extent of unemployment problem. Those in 
charge have their fingers crossed and promise to admit 
all shortcomings in results. 


Motor truckers welcome I C C’s disposition to contend 
that regulation of them is now a federal rather than 
state affair, except for specific exemptions, but are be- 
ginning to realize this ultimately may mean federal 
regulation of speed, size and weight of trucks and buses. 
drivers’ qualifications, and similar details. 
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Labor Board members are trying desperately in speeches 





Pictures, Inc. 


SEC Commissioner Ross will see that Bonneville Dam's 
power is distributed to small consumers. 


Bonneville job given S E Commissioner Ross means ful- 
fillment of Roosevelt’s desire that power there be distrib- 
uted to farmers and householders, preferably through 
municipally-owned systems, rather than for industrial 
use near the dam, but transmission costs and other local 
problems will make this ideal difficult on anything like 
a paying basis. 


Processing tax is desired by Wallace, “at reasonable 
level,” to finance subsidies on export crops. It might vary 
inversely with world prices to keep consumer prices and 
farmer incomes about level. But Congress may balk, 
and constitutional question still exists. Soil conserva- 
tion payments will come directly from Treasury—no 
special taxes—may approximate half billion. 


Justice Black still has uneasy seat on supreme bench. 
He may write strong civil rights opinion to lay the 
K KK ghost, but some litigant may yet find a way to 
challenge’ his eligibility because as Senator he helped 
create his vacancy. 


Undelivered spseche:; by Sec. Roper purported to at- 
tack Wallace farm pian were designed to urge farmers 
and reliefers to depend on self-reliance instead of govern- 
ment hand-outs. Incident illustrates current Cabinet 
budget worries rather than impending administration 
crack-up. 


Duke of Windsor's visit here will be used to give pub- 
licity, among other things, to the federal slum housing 
program which badly needs a stimulant. Meanwhile 
leaders of the building industry are attempting belated 
cooperative effort to provide (Please turn to page 62) 
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Outlook for Leading Industries 


Which Are Suitable for Current Investment? 


BY JOHN D. C. WELDON 


‘Ee slackening pace of general business activity and 
the probability that the year to year comparisons of 
business volume will become progressively less favorable 
during the next six months present new factors to take 
into account in current investment programs. On the 
latest indications, business on the whole went into the 
final quarter of the year with a level of activity only a 
few per cent higher than a year ago. Since the fourth 
quarter of 1936 and the first quarter of 1937 were good 
periods both from the standpoint of the general volume 
of activity and commodity price trends, there is a strong 
probability that the modest “spread” still held over a 
‘year ago will be lost in coming months. 

The effects of this general trend are likely to be very 
uneven, however, in so far as industrial earnings in vari- 
ous lines of activity are concerned. For one thing, the 
expanding physical volume of business activity up to 
the third quarter of this year, resulted in lower unit 
costs in many lines of manufacturing and distributive 
activity—thus offsetting higher costs in the form of 
materials and wages. A flattening out of the upward 
trend would eliminate this advantage, however, and a 
decline in activity, even though temporary, would prob- 
ably bring a somewhat larger percentage reduction in 
profits than in sales. 

The extent and the manner which a temporary busi- 











ness recession would effect profit margins in the more 
important industries will be discussed with particular 
reference to the current position and prospects of these 
industries in considerable detail below. Before under- 
taking this particularized discussion, however, it is nec- 
essary to define the probable scope of variations in 
general business activity over the next six months and 
determine the underlying factors which appear likely 
to either restrict or depress general business activity. 
Since intermediate business movements are usually 
measured in terms of prevailing standards at the same 
period of the preceding year, it is worth noting that a 
year ago business activity followed the pattern of a fairly 
sharp gain in October, and some recession in line with 
normal seasonal tendencies over the turn of the year. 
A second conspicuous uptrend appeared in the first 
quarter of 1937. 

Aside from the broad momentum of the recovery 
cycle with its gains in employment and expansion in 
public purchasing power, the advances in business a 
year ago were supported by an extraordinary assort- 
ment of stimulating factors. These included large pre- 
election government expenditures for a vast array of 
public projects, topped by the bonus payment. In addi- 
tion, older currency inflation fears were being supplanted 
by new inflation fears having their inception in deficit 
financing, and in credit inflation. Prices were also af- 
fected by commodity and material shortages as activity 
expanded in industrial centers. Rising prices, plus rum- 
blings of labor disorders, in turn, encouraged a substan- 
tial volume of forward buying. 

In the fourth quarter of 1937, hardly any of these 
special influences are expected to prevail—indeed, sev- 
eral of last year’s stimulants are now in the “morn- 
ing-after” stage in so far as their business effects are 
concerned. Thus, instead of an inflation psychology, 
considerable apprehension exists relative to the defla- 
tionary implications of the sharp declines in security 
and commodity markets. The labor troubles which 
earlier caused a good deal of stocking up of materials 
and supplies have, by this time, left their heritage of 
higher costs. The relatively high rate of industrial oper- 
ations during the first nine months of the year have 
substantially reduced the backlogs of forward orders in 
a number of important industries, while individual busi- 
ness concerns well stocked on materials as inflation pro- 
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tection policies dictated earlier in the year still have 
inventories to work with pending clarification of inter- 
mediate term sales prospects. 

In a very direct sense, therefore, the recent hesitation 
and whatever downward adjustment that may be wit- 
nessed during the next few months might be said to 
represent the “pay-off” from the artificial stimulation 
on activity a year ago, which extended into the early 
part of the current year. In this sense, it seems fair to 

conclude that current adjustments will get business gen- 

erally back upon a sounder basis. 

Deficiencies in the normal capital replacements that 
accumulated during the depression are still large and 
the American standard of living is still far below levels 
of previous eras of prosperity. Thus, ample room for 
expansion in both capital goods and consumers’ goods 
industries and further extension of the major recovery 
cycle is indicated. Any temporary slackening during 
coming months is likely to be cushioned by the sheer 
momentum of a major upward cycle. One should strong- 
ly resist the temptation of taking the current security 
price recessions at their face value as a business barom- 
eter in appraising the intermediate term prospects of 
leading industries and in the formulation of an intelli- 
gent investment program through what appears to be 
a less promising winter in prospect than we enjoyed a 
year ago. 

A temporary interruption in the major upward cycle 
in business must be judged on a different basis than a 
culmination of the major recovery cycle when we come 
to appraisals of individual security groups. For one 
thing, underlying seasonal influences must be taken into 
account and there is a fairly impressive list of indus- 
tries that should do better in the fourth quarter in spite 
of the underlying trend of general business activity— 
others that will be working under a double handicap of 
unfavorable seasonal trends plus a general readjustment 
in business activity. 

From an operating standpoint the electric power divi- 
sion of the utility industry probably will be adversely 
affected by reduced industrial demands for power, notice- 
ably in textile centers, although production of other 
large users like the automobile, machinery, paper, min- 
ing and metal industries should be sufficiently well main- 
tained to hold industrial power consumption about on 
a level with a year ago. Residential power consumption 
would be expected to continue its secular trend upward 
and commercial demands should hold some gain over 
last year. In spite of higher costs, electric power com- 
pany earnings are expected to hold at least to last year’s 
levels in the fourth quarter and the first quarter of 1937 
—both good earnings periods. Since political and legis- 
lative influences definitely overshadow operating and 
profit factors, however, the outlook for material im- 
provement in the position of the utility group over an 
intermediate term is not regarded as promising. At the 
end of the year, the so-called “death sentence” of the 
Utility Act becomes applicable to the holding company 
units, a circumstance which would not be expected to 
help the prospects of either the parent or operating com- 
pany securities of the systems effected by this legislation. 

The automobile industry appears to be in a position 
to show considerably better than average resistance of 
recessionary tendencies in the fourth quarter. With a 
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Courtesy of Chrysler Corp. 


gain of 14 per cent in production during the first nine 
months and production now stepped up on the 1938 
models, shortly to be introduced to the public, output 
in excess of 5,000,000 units is now well assured for the 
full year. The necessity for replacing field stocks assures 
production up to last year’s level of around 1,155,000 
cars before the end of the year and the pre-auto-show 
surveys of marketing prespects indicates a favorable 
quarter for both dealers and manufacturers. In this con- 
nection it is worth noting that during the past two years 
around 42 per cent of sales were made in small rural 
communities, presently prosperous on the large 1937 
farm income. During past years of good farm income, 
car sales in agricultural communities ran as high as 
54 per cent of the total. Unquestionably this large pro- 
portion of farm buying will be an important factor in 
sustaining auto sales during the fourth quarter. Bar- 
ring only a further outcropping of labor disorders, 
smoother production schedules and lower re-tooling ex- 
penses are likely to reduce unit costs. With price in- 
creases absorbing a substantial portion of the higher 
wage and material costs earnings prospects of motor car 
makers are considered to be relatively favorable in the 
fourth quarter. Next year’s prospects are admittedly 
less well defined, consequently only short term commit- 
ments in the better motor and accessory issues appear 
warranted. 

In spite of a temporary period of general slackening 
in industrial activity, gross revenues of the railroads 
would be expected to hold a moderate gain in the winter 
months over corresponding periods of a year ago. The 
Shippers Advisory Boards have estimated a better than 
6 per cent increase in railroad car loadings during the 
fourth quarter as compared with a year ago. While the 
traffic predictions of this body have been quite accurate 
in the past, the most recent estimate must be viewed 
in comparison with monthly gains varying from 14 to 23 
per cent during the fourth quarter of 1936. Further- 
more, increased operating costs are likely to offset the 
expected revenue increase. The extent to which the car- 
riers will be compensated for the higher wages recently 
agreed upon by rate adjustments is still unknown. The 
seasonal peak in traffic increases is now being rounded, 
and while a seven-year peak already has been reached 





on the fall movement this year, a good deal of the sig- 
nificance of this movement is lost in the fact that it 
started from a higher base than it was able to hold as 
the year progressed. The potentialities in the rail group, 
therefore, appear to be essentially of a speculative char- 
acter, embracing such considerations as a rate increase 
and at least surface appearances of earnings improve- 
ment through more restricted maintenance and equip- 
ment expenditures. Fundamental problems involved in 
the competitive position of the railroads, their large 
capital costs, their vulnerability to political encroach- 
ments and their lean working capital resources, are not 
inviting for investment consideration. 

The rail equipment issues cannot be wholly divorced 
from these same considerations, since in the final analy- 
sis, the equipment makers could hardly be expected to 
enjoy sustained prosperity unless their customers could 





Courtesy of Bethlehem Steel Co. 


be counted upon for better times. There is one impor- 
tant element in favor of the rail equipment manufac- 
turers, however, namely, that large accumulation of 
equipment needs have been built up during the depres- 
sion and must ultimately be filled if our national trans- 
portation system is to function with reasonable efficiency 
on the longer term growth in traffic volume that appears 
to be inescapable on further general industrial recovery. 
Equipment buying in recent months has been relatively 
quiet, although it is possible that with the wage ques- 
tion now settled and after disposition of rate petitions, 
another equipment buying wave might materialize be- 
fore the end of the year, in preparation for 1938 require- 
ments, but it is problematical. The intermediate term 
potentialities of the rail equipments thus rest heavily 
upon speculative considerations of a similar order to 
those of the rails. Of the two groups, the equipments 
would appear to represent somewhat less hazards than 
the rails over the longer term but groups with more 
definitely potentialities certainly outshine the rail 
equipments. 

In the building industry, investment interest would 
appear to be warranted only on the basis of longer term 
potentialities and in view of the decline in public proj- 
ects and the flattening of residential building private 
construction expected over the winter months, commit- 


ments might well be postponed at this time. Impair- 
ment of confidence in the intermediate term outlook is 
likely to result in further procrastination in getting 
heavy private construction projects under way. Mul- 
tiple-family building, still at a relatively low ebb, faces 
new uncertainties including possible competition from 
the new Federal housing program. This leaves the 
small-home, speculative builder to carry the burden of 
winter building, and the recent maladjustment in the 
cost-rental ratio in numerous localities has already re- 
sulted in a temporary set-back in this division. Sheer 
replacement need will restore activity in this important 
sector of the building industry—probably as early as 
next spring—but in the meantime, the underlying situa- 
tion is not one to particularly encourage investment 
interest in building shares. An exception might be noted 
for paint manufacturers because they are less dependent 
on new building. 

Steel operations, so far this year, have experienced 
the full force of the cross-currents present in most of the 
heavy manufacturing industries. Buying, stimulated by 
actual needs in both heavier and lighter steel products, 
spurted rapidly upward under the stimulation of higher 
prices and threatened strike interruptions earlier this 
year. The recent slump in operations naturally was 
accentuated by the necessary adjustment to a more 
normal supply and demand relationship. When this 
adjustment is completed, however, the industry will be 
on a sounder basis over the balance of the year than it 
was when a high rate of operations were rapidly reduc- 
ing the unfinished order backlog. Moreover, it is be- 
lieved that the current operating rate of 64 per cent is 
about as low as it will go. Enlarged demand for auto- 
mobile steel, tin-plate, farm steel, miscellaneous finished 
products, export orders and perhaps belated rail buying 
toward the end of the year, afford fair prospects for 
betterment in the fourth quarter. Unit production costs 
probably will be higher in the fourth quarter, however, 
partly as the result of wage increases and partly because 
the average rate of operations will be substantially below 
that of the third quarter. The earnings position of steel 
securities usually is appraised over a longer period than 
one single quarter. The probability of a mediocre final 
quarter sandwiched in between an exceptionally favor- 
able September quarter and a promising first half of 1938 
would be expected to sustain favorable market per- 
formance of the steel shares over the winter months. 

In the non-ferrous metal industries, outlook for con- 
sumption during the next six months is subject to some 
of the factors noted in the foregoing discussion of iron 
and steel prospects. The building industry is a large 
consumer of industrial metals such as copper, lead, nickel 
and alloys of these metals, when new building is pro- 
ceeding at a normal rate of activity. Considerable hopes 
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had been placed on building outlets as well as on possible | 
expansion in demand by the electric power industry | 


through new additions to plant capacity. Expectation 


of larger demand from these sources has now been put | 


ahead to 1938, and the recent leveling of demand in the | 


face of substantially increased production has resulted 
in a general downward revision of industrial metal prices. 
Present prices appear to be on a sound basis in light of 
intermediate term prospects, however, and afford a com- 
fortable margin for the larger producers above existing 
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production costs. Although the metal industries seldom 
thrive on general business uncertainty, investment com- 
mitments in the non-ferrous metal shares nevertheless 
might be retained or moderately extended with consid- 
erable justification by the strong statistical position of 
copper, lead, zinc and other industrial metals. 

In the petroleum industry, demand for refined prod- 
ucts is expected to show considerably better than average 
resistance to any business recession during the next six 
months or so, although this advantage may be offset 
entirely by other special factors. Even though the pro- 
duction division of the industry belatedly is cutting its 
cloth more nearly to fit the supply required for motor 
fuels and heating oils during the fall and winter, the 
refining and distributing divisions are vulnerable to at 
least temporary unsettlement. Encouraged by the 
record-breaking demand for gasoline this summer, the 
refinery division of the industry has permitted larger 
inventories to accumulate than in recent years, after the 
heavy consuming season closed. The most important 
single factor in determining whether such supplies can be 
carried through the winter without distress stocks find- 
ing their way into distributive channels will be the 
weather. A mild winter and proportionately reduced 
demand for fuel and gas oils would permit curtailment 
of refining operations and at the same time result in well- 
sustained consumption of gasoline. A severe winter, on 
the other hand, would probably have just the opposite 
effect and might lead to unsettled price conditions in 
retail markets as was the case during the winter before 
last. Pending clarification of the uncertainties presently 
hovering over the petroleum industry, we feel that in- 
vestment commitments might be postponed. 

In the machinery and equipment industries, the most 
favorable sales conditions during the final quarter of this 
year and the early part of 1938 appear likely to be ex- 
perienced by producers of farm machinery and the 
lighter household and electrical products that depend 
upon mass purchasing power in rural sections and in 
industrial centers. Even though recent declines in prices 

of agricultural staples necessitated downward revision 
in estimates of 1937 farm income from ten billion dollars 
to nine billion dollars, the lower figure is still more than 
a billion and a quarter dollars higher than farm income in 
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1936. Industrial payrolls should also make a favorable 
comparison with the past winter since wage increases 
would be expected to more than offset reductions in 
industrial employment in the event that productive 
activity recedes by greater than seasonal proportions in 
coming months. Estimates of $6,375,000,000 national 
income in August represented a gain of about 21 per cent 
from a year ago. Although this close to record level 
would be expected to be adversely affected by the subse- 
quent recession in general business activity, purchasing 
power in lower income and farm sections of the popula- 
tion would be expected to sustain an active demand for 
agricultural equipment and lighter household equipment. 

Industrial machinery, while recently sustained by a 
good volume of foreign demand, has somewhat less 
favorable prospects insofar as domestic orders are con- 
cerned. The slump in security markets is reported to 
have virtually brought new business for heavy machin- 
ery to a halt. The incentive to increase mechanical 
efficiency of plants to offset higher labor costs, however, 
probably can be counted upon to sustain demand for 
lighter industrial machinery. Office equipment business 
also is likely to be sustained by the same factor, plus 
the immediate and urgent need for tabulating and re- 
cording equipment needed by business generally to com- 
ply with various provisions of New Deal legislation. 
These influences should more than offset the normal 
tendency of business to postpone purchasing for routine 
office equipment needs during even a temporary business 
set back. -All in all, the shares of representative equip- 
ment and machinery manufacturers appear justified in 
having a prominent place in current investment pro- 
grams, with preference given to the farm machinery 
issues and the lighter machinery and equipment makers 
in secondary position. 

The retail trade outlook for the fourth quarter of the 
year is one of the brightest spots in the business picture 
at present. There is no reason to expect that retail 
purchasing will be entirely immune from the restricting 
influences of prospective slackening in the pace of 
heavier manufacturing industries, of course, since such 
an event would tend to cancel part of the gain in mass 
purchasing power represented by general wage increases. 
The psychological effects of (Please turn to page 60) 
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Your Taxes in 19338 


Important Changes in Corporate Taxes, 
Capital Gains and Personal Income 
Tax May Be Made 


BY M. L. SEIDMAN, C.P.A. 
(Tax Consultant) 


Waar is ahead in taxation? At a luncheon gathering 
the other day, the speaker managed to sidestep the role 
of a soothsayer by answering this very question. “A 
head in taxation,” said the speaker, “is that part of the 
human anatomy which is used the least when tax laws 
are made.” That may be good fun, but is, of course, a 
libel on our legislators, a great many of whom really 
have an excellent understanding of what is and what 
is not good tax law. 

The real difficulty has been that our law-makers, in 
writing our tax laws, have too often been motivated by 
good politics rather than good economics. The attitude 
has been to “pluck the greatest quantity of feathers 
from the tax goose in such a way as to result in the least 


many inequities which have developed in our tax laws 
have as well been brought about by this very same 
expenditure-pressure. No reorganization of our tax laws 
therefore should begin without a thorough re-examina- 
tion of our federal spending. Is Congress likely to see 
the problem in this light, particularly in an election year? 

Government spending is politically pleasant as well 
as expedient. For it to be less popular, more people must 
be made to realize that it is their money and not some- 
body else’s that is being spent; that it is not the few, 
but the many, that are paying the taxes. The only prac- 
tical way to bring this home to the average man is to 
increase his direct tax bill and to reduce his hidden or 
indirect taxes. It has been estimated that taxes cost the 





amount of squawking.” It 
is that primarily which ac- 
counts for the extremely 
narrow base of our tax sys- 
tem and for the patchwork 
of compromises developed 
over these many years of 
piecemeal legislation. That 
there has, at last, come 
about a general realization 
that our tax laws need a 
complete overhauling is a 
good omen. At any rate, 
Washington is now giving 
the old tax machine a very 
careful going-over, prepar- 
atory to a major operation 
by the next Congress. 

In approaching the prob- 
lem of tax revision, it 
seems perfectly clear to 
most business men that 
taxes have multiplied and 
increased in severity chief- 
ly because of the tremen- 
dous increase in govern- 
ment spending. It seems 
equally clear that the 





Some Capital-Gains-Tax History 


England, the mother of income taxation, neither 
taxes security gains nor allows as a deduction 
security losses, except in the case of those who are 
in the securities business. 

When our own income tax laws were born, about 
a quarter of a century ago, we made no distinction 
between capital gains and ordinary income. The 
rates were small and it did not matter much. 

As surtax rates sky-rocketed during and after the 
war, it became increasingly clear that our entire 
capital economy would be seriously dislocated if 
some distinction were not made between capital and 
ordinary gains. Segregation followed and a maximum 
tax rate of 122% was substituted for the high 
normal and surtaxes. 

Then came the depression. Capital losses were 
so staggering that even at the rate of a 122% tax 
saving, the entire tax due on other income was 
completely wiped out. 

The law was accordingly changed so as to tax 
capital gains on a graduated scale basis (but often 
at a very severe rate), with capital losses, however, 
limited in deductibility to $2,000 except when they 
offset capital gains. That is the status today. 
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average man about 20 per 
cent of his income. This 
means about ten weeks’ 
earnings out of every year. 
The taxes, however, are 
not paid by him as taxes 
but are hidden in the price 
of everything he _ buys; 
food, clothing, rent and 
other items making up his 
cost of living. 

It is not difficult to 
imagine what would hap- 
pen to public spending and 
to the popular clamor for 
government subsidies and 
bonuses if the average citi- 
zen had to pay out this 
20 per cent of his earnings 
directly and knowingly as 
taxes. The politician knows 
exactly what would hap- 
pen and has_ therefore 
steered in the opposite di- 
rection. Accordingly, indi- 
rect taxes such as customs 
duties, manufacturers ex- 
cise taxes, tobacco and 
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liquor taxes, as well as various business taxes that can 
be passed on to the consumer have been preferred to 
direct tax payments. As a result, only about 3 per cent 
of our adult population pays a federal income tax. Is it 
any wonder then that the average citizen is not particu- 
larly interested in the extent of federal spending? 

The most direct tax; one that is admittedly the least 
susceptible of being passed on to the consumer, is the 
personal income tax. Unquestionably, greater tax con- 
sciousness on the part of the mass of people could be 
attained by a broadening of the income tax base. That 
is, by a reduction of personal exemptions and by an 
increase in the normal tax rate from the bottom up. 
This would require millions of people to pay directly 
the amount of tax that they pay today indirectly. Is 
Congress likely to follow this realistic line of attack in 
the reorganization of our federal tax laws? 

The only intimation that has come from Washington 
in this regard has been in the form of a statement by 
Representative Vincent of Kentucky, Chairman of a 
special House Tax Committee. He advised that income 
taxes due from employees receiving less than $5,000 a 
year may hereafter be “collected 
at the source.” The idea presum- 
ably is to relieve such employees 
from the necessity of filing an 
income tax return. That certainly 
sounds more like sugar-coating 
the income tax to make it more 
palatable to the taxpayer than a 
step in the direction of tax con- 
sciousness. Another Washington 
statement is to the effect that 
consideration is being given to in- 
creasing tax rates in the “middle 
brackets.” This presumably 
means on incomes above $5,000 
and up to $50,000 or $100,000. 
But it is this very group that is 
already “plenty” tax conscious. 
So much then for the personal 
income tax. 

There is general agreement 
that the undistributed profits tax 
on corporations will come in for 
major consideration. The tax 
was admittedly a radical experi- 
ment in the field of taxation. Ac- 
tual experience with it has dem- 
onstrated, beyond doubt, that it 
has some serious shortcomings. 
There is now much agitation for 
its complete repeal. Any law, it 
is contended, which has for its 
basis the compulsory distribution 
of all corporate earnings, often in 
the face of accumulated deficits; 
that favors the distribution of 
earnings, regardless of amount 
and nature of a company’s debts; 
and that discourages the accumu- 
lation of reasonable reserves for 
the future safety of a business, is 
a bad law and should be repealed. 
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Surplus $184,787,000 


Deficit $4,810,894,000 





The more practical minded, on the other hand, realize 
that the present administration is committed to the un- 
distributed profits tax. They call, therefore, for a cor- 
rection of the law’s most glaring shortcomings. Their 
criticism is likely to be heeded. Thus, some relief is 
almost sure to be given to debt ridden companies as 
well as to those having accumulated deficits. Represen- 
tative Robert L. Doughton, Chairman of the House 
Ways and Means Committee, specifically mentioned 
these recently as being in line for relief. Some encour- 
agement is also sure to be given to companies for invest- 
ing part of their current earnings in plant improvement 
and rainy-day reserves. These may take the form of an 
exemption from the undistributed profits tax, of a part 
of the current earnings. The contention is that since a 
corporation is subject to other severe taxes, it is only 
right that before being compelled to distribute its earn- 
ings, a reasonable amount or per cent of its earnings 
should be exempted from the undistributed profits tax. 
An exemption of $10,000, it is pointed out, would com- 
pletely remove the vast number of small companies from 
this tax. An exemption of 20 per cent in excess of $10,000 
would give to all other corpora- 
tions, at least some opportunity 
for debt liquidation and for build- 
ing up necessary reserves for the 
future health and solvency of the 
business. 

Another inequity complained 
of is that the undistributed prof- 
its tax is imposed upon income, 
not as the business man knows 
it, but upon so-called ‘taxable 
income” which may vary consid- 
erably from actual income. At 
present, capital losses and other 
items of business costs are not al- 
lowable deductions in calculating 
taxable income. Obviously, such 
items, to the extent that they ab- 
sorb income, make it impossible 
to distribute what is not there. 
At least for undistributed profits 
tax purposes, therefore, it is 
urged, the law should be changed 
so that only actual net profits 
after allowing for all legitimate 
costs and losses should be subject 
to distribution-pressure. Congress 
is likely to extend some relief in 
this direction. 

Then there have been some 
guarded statements emanating 
from Washington, with respect to 
possible changes in the treatment 
of capital gains and losses. The 
manner of their treatment in our 
tax laws has been a sore spot for 
a long time. The difficulty is ac- 
centuated when gains, accumu- 
lated over a period of years, are 
taxed all in one year at very high 
surtax rates. In recent months, 
the be- (Please turn to page 61) 
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Film's the Thing—But Eastman Kodak 
Also Spells Chemicals and Cameras 


(= the years “Kodak” has 
gradually become an internation- 
ally known synonym for camera 
—and for a trade name to be 
synonymous with the product which it identifies is just 
about the topmost pinnacle of commercial success. 
Rather strangely, however, the owner of this exceedingly 
valuable word is less interested in cameras than in what 
the camera uses. It is as if Ford built cars primarily 
for the gasoline and oil he could count upon them to 
consume, or as if Singer made sewing machines in order 
to provide an outlet for thread. The Eastman Kodak 
Co. makes cameras and, incidentally, money on them, 
but it makes them mainly as a sideline that photography 
may grow in popularity and usefulness and thereby 
widen the demand for film. 

Now, in this modern day and age the manufacture of 
photographic film would not appear to be unduly com- 
plicated: surprisingly, however, it leads to by-paths that 
at first glance have no connection with the main road. 
Film, or rather one kind of film, starts as cotton. This 
is treated with nitric acid and, following dissolution in 
wood alcohol and acetone, there is emitted from rollers 
a transparent strip which looks like the cellophane with 
which everyone is familiar. 

While the manufacture of the nitro-cellulose strip has 
been going on, Eastman Kodak has had other divisions 
of its business busy. One of these divisions has been 
preparing silver bromide from pure metallic silver. An- 
other has been making gelatin, part of whose output 
incidentally will be diverted to edible uses. With gelatin 
as the vehicle, an emulsion of silver bromide is spread 
thinly over the nitro-cellulose film and, after packaging, 
the film is ready for use. Briefly, what happens when 
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BY HENRY RICHMOND, JR. 


one takes a photograph is that 
the lens of the camera focuses an 
image on the film of silver bro- 
mide which is very sensitive to 
light. Depending upon the picture—the girl’s white 
dress or the boy’s dark suit—the light affects the silver 
bromide in varying degrees so that in the developing 
solution varying amounts of metallic silver are left on 
the film and the balance of silver bromide washed off. 
After “fixing” one has a negative of the scene. This is 
flattened on a piece of sensitized paper and by the same 
process a positive or finished picture is obtained. 

In 1920 the Eastman Kodak Co. decided to become 
the source of the wood distillation products required 
by the business. Hence, there was formed a wholly 
owned subsidiary, the Tennessee Eastman Corp., with 
a plant at Kingsport, Tennessee, and a large acreage in 
the surrounding timber land. Tennessee Eastman grad- 
ually acquired side-lines to the chemicals with which it 
was supplying the parent company, although the really 
big step was not taken until it was ten years old. 

Eastman had long been using cellulose acetate, in con- 
trast with the inflammable nitro-cellulose, as a_ basis 
for safety film. The need for this type of film was ex- 
panding fast, so in 1930 it was decided that the southern 
subsidiary should embark upon the large scale produc- 
tion of cellulose acetate not only for film but for other 
applications. As a result, important additions were 
made to plant and equipment and Tennessee Eastman 
began to manufacture cellulose acetate yarn for the 
“rayon” industry. At the present time the Kingsport 
plant is operating at capacity and employing between 
four and five thousand people. 

Although the yarn is the major product of this par- 
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ticular plant, the raw material from which it is made has 
developed other extremely interesting applications. It 
is to be produced in staple form for mixing with cotton 
and wool in moderately priced fabrics. As a sheet it 
finds its way between two panes of glass to produce non- 
shatterable transparency. Under the name “Tenite,” 
Tennessee Eastman sells a cellulose acetate moulding 
compound or plastic, a typical use of which is as a cover- 
ing and finishing for steel steering wheels on automobiles. 
Nor does the matter end here, for the various plants of 
the Eastman organization produce several thousand 
chemicals in all. 

Now that it has been shown to what lengths of diversi- 
fication a manufacturer of film may be driven, let us 
return to the photographic activities for which the East- 
man Kodak Co. is better known. The film, which is 
produced at the Kodak Park plant in Rochester, New 
York, is of all kinds—ordinary film, fast film, X-ray film, 
motion picture negative and motion picture positive 
film, color film. If there are any other kind of films, 
you may be sure that Eastman makes them. In addi- 
tion, the Kodak Park plant turns out plates, sensitive 
paper and other photographic supplies, not to forget 
“Kodapak,” the transparent sheeting, lacquers and other 
chemicals. 

The second plant in Rochester is the Camera Works, 
which produces an enormous variety of mechanical 
equipment. Among the newer pieces of apparatus which 
Eastman has introduced is the “Recordak.” Under this 
system banks, stores and other businesses may 
photograph cheques and any other records 
with miniature motion picture film. A larger 
film will make permanent records of newspaper 
pages. 

The third Rochester plant, the Hawk-Eye 
Works, makes lenses and also portrait attach- 
ments, color filters and similar equipment. 7 


The Eastman Kodak Co. is almost as well Fin 
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from the investment in the Spanish subsidiary which has 
been written off entirely, fixed assets in foreign coun- 
tries were being carried at a balance sheet value slightly 
in excess of $15,000,000 at the end of last year. Net 
current assets were some $21,000,000, making the total 
tangible stake abroad approximately $37,000,000. The 
company is one whose total resources are some 
$170,000,000. 

While it is apparent that Eastman’s interest in for- 
eign fields is an important one, it is not to be assumed 
that the world’s present political, commercial and other 
troubles hold any vital threat. Indeed, to come right 
out with the fears that are so generally entertained, 
war in all probability would bring to the Eastman 
Kodak Co. even greater prosperity than it currently 
enjoys. It might lose a foreign plant or two, might have 
greater difficulty in making remittances than is currently 
the case, but war means aerial photography on a huge 
scale, tremendous attendances at motion picture theatres 
and is a stimulant to both amateur and commercial 
photography. And all this does not take into considera- 
tion the probability—certainty, if this country were 
directly involved—that the chemical division would 
swing over to war products. 

Few companies have a better record of earnings and 
dividends than Eastman Kodak. Formed late in 1901, 
the present company paid its common stockholders a 
dividend in 1902 and has never missed a year since. 
Although earnings fell sharply during the recent depres- 
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Ltd., has a large plant at Wealdstone in Eng- wine Atel 
land. This is the most important plant out- 
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the French and German plants, the demand for SOLVENT) Pm : rene 
whose output has been such that new construc- “ J ae aa al 

tion took place at practically all of them last ee ¥ é 

year. There are expanding subsidiaries in Ca- taal 

nada and Australia. As if this were not enough f “en 

the Eastman Kodak Co. itself maintains fac- sere Aw 

tories, wholesale and retail branches, in all the ; ft d..| 

principal cousitries of the world. Dealers are = te enn «| : 


to be found everywhere: hardly a city exists 
which has not at least one. Finally, at the end 
of last year there were fifty-one stations, located 
in thirty-seven different countries, where one 
could have one’s Ciné-Kodak film processed. 

Because of all the uncertainties that cur- 
rently exist abroad, it might be well before 
passing over the foreign aspects of this remark- 
able business to inquire as to the size of East- 
man’s stake outside the United States. Aside 
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Making metal containers for movie film at Kodak Park. 


sion and the dividends to which the owners of the busi- 
ness had become accustomed were reduced, the profit 
and loss account never showed red figures and stock- 
holders never went empty handed. 

Since 1932 there has been a steady improvement in 
earnings, the net income figure of $18,906,371 for last 
year coming within shooting distance of the previous 
record. The earnings for 1936, after dividends on the 
preferred stock, were equivalent to $8.23 a share on 
the outstanding common stock and compare favorably 
with the $6.90 a share reported for the previous year. 
The gains have continued into 1937, for in the twenty- 
four weeks to June 12, last, Eastman earned the equiva- 
lent of $5.01 a share of common stock, against $3.51 a 
share in the corresponding previous period. 

Out of last year’s net income, common stockholders 
received dividends of $6.75 a share. So far in 1937 
dividends totaling $7 a share have been paid. Despite 
the signs of a business recession that have developed, it 
would seem that a special disbursement towards the 
year-end were likely. If it were as much as $2 a share— 
which now appears a little on the optimistic side—it 
would mean total dividends for the year of $9 and, on 
this basis, high priced as the stock may be between 
$160 and $170 a share, the return on the capital invested 
is by no means out of line for an issue of this caliber. 

It does not make a great deal of difference, however, 
what special dividends should be disbursed in the few 
remaining days of 1937, or even if the special should be 
omitted altogether. What those who own the stock at 
the moment and those who are thinking of buying it 
want to know is whether the prospects favor the further 
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expansion of Eastman’s earnings and dividends 
over the longer term future. In order to ap- 
praise such a prospect, let us consider the vari- 
ous divisions of the business separately. 

This is not quite as easy as it sound, for, like 
most prosperous, long-established companies, 
Eastman Kodak has a deeply ingrained policy 
of only letting stockholders know what it be- 
lieves good for them. In accordance with the 
times, of course, there is considerably more in- 
formation available now than was the case a 
few years ago but, when it comes to breaking 
down the various divisions of the business, con- 
siderable guesswork must be employed. 

Starting first with film and plates, the market 
for these divides itself into (1) amateurs, (2) 
professional motion pictures, (3) commercial 
photography, (4) X-ray. There seems to be no 
question but that amateur photography is gain- 
ing in popularity. Even if there had been no 
developments beyond the old “snapshot” era, 
this would still be true. Within comparatively 
recent years, however, fields previously outside 
his reach have been made available to the ama- 
teur photographer. He can now take more than 
passable motion pictures, showing them in his 
own home, and the apparatus for doing so is 
constantly becoming lower in price. The so- 
called miniature camera which takes pictures 
little larger than a good-sized postage stamp 
continues to be a rage and, although to be com- 
pletely equipped with the best apparatus in the 
miniature field means that one must spend rather a stag- 
gering sum of money, the pleasures of postage stamp 
photography are being gradually widened by the intro- 
duction of lower priced equipment. 

Nor is even colored photography denied the amateur. 
Using Kodachrome film he may take still pictures, mo- 
tion pictures and miniature pictures all in color and take 
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them directly. Kodachrome film consists of 
separated layers which are sensitive respec- 
tively to different colors. Incidentally, it might 
be well to cover here the highlights of the 
colored film situation. There appear to be 
three major processes and Eastman Kodak has 
a finger in all three of them. The Technicolor 
process has so far proved the most satisfactory 
from a commercial standpoint and its suprem- 
acy is not threatened, at least for some years 
to come. The Keller-Dorian process is less 
complicated than Technicolor and the finished 
results are obtained faster, but it requires more 
light to take and more light to project and the 
final product is less satisfactory to the motion 
picture addict. Finally, there is the Koda- 
chrome process which has been mentioned 
already. 

As will be seen, the Eastman Kodak Co. is 
not missing many bets when it comes to the 
possibilities of color photography. A year or 
two ago a cross-licensing agreement was en- 
tered into with Technicolor, thereby clearing 
the air of patent disputes. Technicolor, long 
a big customer for Eastman’s raw film, will 
continue to be a big buyer. So far as the 
Keller-Dorian process is concerned, Eastman 
has the exclusive right to manufacture the film 
and equipment. Kodachrome is the company’s 
own. 

The professional motion picture field may 
be sub-divided into negative film and positive 
film. Eastman derives large revenues from 
both, although it does so only in the face of keen com- 
petition from Du Pont. While it is possible that the de- 
mand for motion picture film has seen the day of greatest 
dynamic expansion, it has certainly not reached the 
stagnant stage as yet: the field will mean much to East- 
man for a long time to come. 

The third source of demand for films and plates come 
from the commercial photographer and, although this 
fluctuates quite widely with the ups and downs of the 
business cycle, the present underlying tendency is one 
of growth. Today, newspapers and magazines are using 
pictures more lavishly than ever; in advertisements, 
photographs are cutting into the business of the com- 
mercial artist. The fourth source of demand for films 
and plates, X-ray, is growing so obviously in the experi- 
ence of everyone that no more need be said other than 
that it will be the cause of expanding profits for manu- 
facturers of the necessary equipment. 

So far as photography and what it requires is con- 
cerned, all this sums up into good news for the Eastman 
Kodak Co. But is there no competition in a field that 
has proved so very profitable for so very long? There 
is some, but it probably is less than one would imagine. 
Mention was made of the Du Pont company’s manu- 
facture of motion picture film: the same company com- 
petes also in X-ray and certain other films. Agfa Ansco 
is about Eastman’s only full-time competitor, but this 
company is so small (total resources about $7,000,000) 
that Eastman need spend little time worrying about it. 
Except for the importation of foreign photographic sup- 
plies, which totaled a mere $5,000,000 last year, this 
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Furnace for softening optical glass to be molded, ground and polished 
into lens discs for cameras. Inset:—Large lens for aerial photography. 


about exhausts Eastman’s competition in the field of 
photography. Nor do we think that the company itself 
would like to see very much less, for it has already been 
adjudged in restraint of trade once (1913) and with any 


- less competition it might be so adjudged again. 


And what are the prospects for Eastman’s chemical 
division? Well, they are less clear-cut than in the field 
of photography, for the reason that revolutionary proc- 
esses and entirely new products come so fast that no 
layman is capable of seeing this industry in correct 
perspective. Eastman, however, is growing faster in 
chemicals than in anything else and, although the com- 
pany is meeting and will continue to meet competition 
in every chemical it makes, the great emphasis that the 
company places on research is most reassuring. There 
are more than five hundred persons engaged in research 
work at Kodak Park, additional persons at the research 
laboratory in England and this, taken in conjunction 
with the company’s stated policy of sustaining develop- 
ment work through good years and bad, gives one faith 
in the company’s ability to keep abreast of the times 
however difficult. 

Nor can the investor expect any more of a company 
than ability to keep abreast of the times. Strange things, 
often without logical reason, are happening to security 
prices these days and it would be foolish to take the 
attitude that the stock of the Eastman Kodak Co. is 
inviolate at a time when anything can happen. Bought 
at today’s prices, however, there is every reason to 
believe that it is a stock which will show a profit 
ultimately. 








Do Business Indexes 
Tell the Truth? 


Too Much Weight to Physical Production and 
Not Enough to Services Gives Inadequate Picture 


BY WARD GATES 


Siew is business?’ A manufacturer may answer, 
“good”; a railroad man may answer, “fair”; a merchant 
may answer, “rotten.” The word “business” covers an 
enormous aggregation of diverse economic activities. 
Therefore, to obtain the most complete and accurate 
picture currently available, we rely on one or another 
of the various composite business indexes presented 
periodically in continuing form by the Federal Reserve 
Board or by this and other publications concerned with 
business trends. 

Yet the layman may be pardoned for a certain puzzle- 
ment when he observes that one such composite index 
shows that the highest level of recovery in business to 
date was attained last December, another places this 
peak in March, 1937, another in August and another in 
September. He will be still more puzzled when he notes 
that two indexes agree in placing the top level of re- 
covery thus far as occurring last December, but one 
represents that peak level by the index number 121 and 
the other by the index number 83. Nor will he be 
helped by checking this seeming disparity against the 
other well known indexes, for these vary not only as to 
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the time when the best level of recovery was reached 
but in measuring the relative position of that level they 
vary all the way from an index number of 91 to an 
index number of 111. 

Whatever the base upon which an index is constructed 
—whether 100 represents the average of 1923-1925, or 
the year 1926 or “estimated normal’—the lay user 
makes the natural assumption that 100 is what it would 
be desirable for business to be, that it implies neither 
depression nor boom but just good business, that it is 
“normal.” So reasoning, one looks at an index recording 
121 or 111 and instinctively feels that it must be so 
optimistic as to be out of line with realities, for one can 
plainly see evidence of continuing depression in employ- 
ment, in construction, in the movement of railroad 
freight and in other economic activities. On the other 
hand, looking at an index which puts the best level of 
recovery at 83, the layman probably has an instinctive 
feeling that the figure is too low. 

Now the same basic data is available to all who con- 
struct these indexes and, as a matter of fact, none can 
be said to be erroneous. They differ widely because 
of different methods of using the available data; and 
just what data should be used, how it should be weighted 
and by what and how much it should be “adjusted” 
boils down to a matter of statistical judgment and some- 
times involves a compromise with convenience. The 
most accurate business index would not be of much use 
if its construction awaited data available only once a 
year or only when a census of manufactures is taken. 
We want the picture weekly or, at most, monthly. 

Hence we must be satisfied with the most complete 
picture that can be drawn from factual data that is 
currently and continuously available. There can be no 
question that all of the well known business indexes 
give a sufficiently accurate record of the short-term 
fluctuations in business volume, even though they vary 
in base of comparison, in components used, in weight of 
the components and in adjustments for seasonal varia- 
tion or long-term trend. One index may include check 
payments, another may not. One may include financial 
activity, such as stock and bond sales, money rates, 
stock price fluctuation, etc., while another excludes this. 
One may give twice as much weight to steel and iron 


THE MAGAZINE OF WALL STREET 


—E 


REGIE ToT 





a Ee ae 5s ah 





Tj er Owe oe 


sos 





n- 
an 
se 
nod 
ed 


1e- 
he 
ise 


on. 


ste 











production as another. But our eco- 
nomic activity is so inter-related that 
these differences have relatively little ef- 
fect on the current trend of the indexes. 
Thus, an index may omit retail trade, 
despite the enormous business activity 
that it represents, on the valid theory 
that variations in check payments, 
money in circulation and car loadings 
give adequate reflection to the more sig- 


nificant variations in trade. Federal Reserve Board = - Base 1923-1925, adjusted for sea- 
The hardest job of the index mak- December, 1936 » - sonal variation, but not for pop- 

er who would reach the ultimate in ws ulation growth or secular trend. 

accuracy is to keep his index adequately - 

related to the longer-term changes in New York Times te 


the character of the country’s economy. 


Peak of Recovery to Date as Shown by Various Indexes 


August 14, 1937 ’ 


Where Does Business Stand? 
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for seasonal variation and long 





Far-reaching changes result both from The Annalist —————> 1 10— ‘ena: aa 

the growth of population and from tech- August, 1937 . ; 

nological progress. Making allowance The Magazine of 105— Base 1923-1925, adjusted for sea- 
for population growth, which deflates an Wall Street ——> - sonal variation and population 
index so adjusted, is simple. Making Sept. 18, 1937 ie growth. 

proper allowance for secular growth Standard Statistics ——? = Base 1926, adjusted for seasonal 
other than that due to population March, 1937 : variation and long term trend. 
change is a statistical job of the first ”~ 

magnitude. The long-term trends of Barron's > - Base, 1923-1925, adjusted for 
different industries vary greatly. Some December, 1936 wai: seasonal variation, population 


are up, some down. Setting up a com- 
posite long-term business trend line in- 
volves a large element of statistical 
judgment and a considerable possible 
margin of error in relying too greatly on 
continuation of past business history. 
It is open to possible question whether 
most business indexes do not give too 
much emphasis to manufacturing pro- 
duction and too little to economic ser- 
vices. If so, the result would be an 
under-estimate of our composite eco- 
nomic progress. It is clear that over 
the past generation the proportion of 
our total economic activity represented by farming has 
declined, both as to value of product and number of 
persons gainfully occupied. There is some evidence that, 
both as to value of output and number of persons em- 
ployed, the proportion of our total economic activity 
represented by manufacturing is also tending to decline. 
In contrast there is a marked uptrend in economic 
activities which can be broadly classed as “services.” 
There is nothing surprising in this. The farther 
civilization advances, the less is the productive effort 
needed to provide the minimum necessities of life and 
the greater is the effort spent on the non-essentials, in- 
cluding the cultural and recreational, which constitute 
an ever-increasing part of a civilized standard of living. 
The census figures of 1910, 1920 and 1930 throw some 
interesting and significant light on the shifting longer 
trends of economic activity. Thus persons engaged in 
agriculture constituted 32.5 per cent of all individuals 
gainfully occupied in 1910, but only 25.6 per cent of the 
total in 1920 and by 1930 this figure had declined to only 
21.4 per cent of the total. The proportion of the gain- 
fully occupied in manufacturing and mechanical indus- 
tries was in an upward trend from 1910 to 1920, but 
not at a fast rate. It was 27.9 per cent in 1910 and had 
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growth and long term trend. 











risen to 30.8 per cent by 1920, but fell back to 28.9 per 
cent in 1930. There was a slight downward trend also 
in the proportion of the total engaged in mining and in 
forestry and fishing. 

In contrast there were considerable increases in most 
other occupations. Proportion. in clerical occupations 
was 4.5 per cent in 1910, 7.5 per cent in 1920 and 8.2 
per cent in 1930. Proportion in domestic and personal 
service occupations decreased between 1910 and 1920 
but betwéen the latter year and 1930 increased from 
8.1 per cent to 10.1 per cent. The proportion in pro- 
fessional services was 4.5 per cent in 1910, 5.2 per cent 
in 1920 and 6.7 per cent in 1930; that in transportation 
and communication was 7 per cent in 1910, 7.4 per cent 
in 1920 and 7.9 per cent in 1930. Percentage in public 
service was 1.1 in 1910 and 1.8 in both 1920 and 1930— 
but, as everyone knows, has been increasing more rap- 
idly in recent years. The proportion occupied in trade 
was 9.5 per cent in 1910, 10.2 per cent in 1920 and 12.5 
per cent in 1930. 

It is therefore to be doubted that business indexes 
which rest preponderantly on industrial production give 
adequate reflection of the great and permanent addition 
to economic activity repre- (Please turn to page 54) 





High Grade Bonds 
for 
Current Investment 


Featuring Security and Stability 


BY J. S. WILLIAMS 


Te recent trend of events has again afforded convinc- 
ing evidence that high grade bonds are the most stable 
investment medium and a strongly bulwarked storm 
cellar in which the investor may take safe refuge dur- 
ing a period of declining security values resulting from 
business and economic uncertainties. 

The bond market attained its peak last January. At 
that time THe Macazine or Watt Street bond price 
index, comprising 40 issues, stood at 108.0, or nearly a 
full point above the 1936 high. The subsequent decline, 
measured by the same index, totaled 9.2 points up until 
the end of the first week in October. Although the 
decline in the bond market, as a whole, has been com- 
paratively slight by contrast with the precipitous drop in 
stock prices, the greatest impact of the decline was 
borne by second grade, speculative and convertible 
bonds. 

Coincident with the high point in the bond market 
last January, Moody’s price index of AAA, or high grade 
bonds, was 118.16. Reflecting bank liquidation princi- 
pally, this index reached a low for the year of 109.64 
last April. Subsequent recovery raised the index to 
114.93 and at the end of the first week in October it 
stood at 113.48, or a net decline of only 3.9 percent from 
the year’s peak. Incidentally, U. S. Government bonds 
also showed a net decline of 


lative and convertible issues has been even more drastic. 

The conclusion to be drawn from these contrasts and 
the moral which they point is self-evident. 

The fact that high grade bonds offered stubborn re- 
sistance to declining bond prices generally is in itelf 
noteworthy, but particularly so in the face of the signs 
and portents prevalent earlier in the year. Normally, 
interest rates are the major factor governing the price 
trend of high grade bonds. Under the easy money policy 
sponsored and abetted by the Government, high grade 
bonds rose steadily in value and yields dropped to a point 
where, at the peak level of the bond market this year, 
the average yield on high grade bonds was but slightly 
more than 8 per cent. 

It would be assumed therefore that such developments 
as higher rates for Government financing and expanding 
commercial borrowing, normally foreshadowing a hard- 
ening in interest rates, would have been reflected in 
lower quotations for high grade bonds. Rising business 
activity and better earnings, on the other hand, would 
be expected to improve the margin of safety for second 
grade issues, resulting in higher quotations and lower 
yields. In both instances, however, precisely the con- 
trary occurred. 

Any prospect of higher interest rates has been dis- 

spelled, temporarily at least, 





3.9 per cent from their 1937 
highs. 

The market action of sec- 
ond grade bonds, on the 
other hand, tells an entirely 
different story. Moody’s in- 
dex of BAA bonds recorded 
a high of 92.43 early last 
January, while at their low 
for the year at the end of 
the first week in October, 
this group stood at 78.33, a 
net decline of more than 14 
points, or 15.2 per cent. The 
decline in lesser grade specu- 


Pennsylvania R. R. Gen. 334s, 1970 


Representative List of High Grade 
Bonds 


American Tel. & Tel. Deb. 314s, 1961 
Consolidated Edison Deb. 31s, 1956 
Commercial Credit Deb. 314s, 1951... 
Pacific Gas & Elec. 1st Ref. 31s, 1966 


Wilson & Co. 1st 4s,1955.......... 
Standard Oil N. J. Deb. 3s, 1961.... 
N. Y. Central & H. R. R.R. Mtge. 314s, 1997...... 94 3.68 
N. Y. Edison 1st & Ref. 314s, 1966... 
N. Y. Telephone Ref. 314s, 1967..... 
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by the action of the Trea- 
sury in freeing $300,000,000 
in sterilized gold, and the re- 
duction of 14 of 1 per cent 
in the discount rate by Fed- 
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Shares have tumbled in price 
and the counterpart of their 
action is to be found in that 
of second grade bonds, with 
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the result that holders of this type of bond now share 
the same uneasiness over the outlook as the stockholder. 

It is not the intention here to discuss the relative 
investment merits and demerits of high grade and second 
grade bonds. In fact their relative ratings probably 
tell the whole story, but investors are frequently de- 
luded into believing that a second grade bond may 
possibly through some combination of circumstances 
become a high grade bond and until it does, it represents 
a bargain in security and income. Such, however, is 
rarely the case, and the investor in second grade bonds 
must be prepared to accept the same risks, in return 
for the more generous yield, as the investor in stocks or 
other speculative ventures. 

This publication has persistently advocated that some 


margin of coverage for fixed charges is so strong as to 
adequately offset the absence of a specific mortgage lien. 

Several of the listed issues have been selected arbi- 
trarily for more detailed discussion. 

Commercial Credit 314,% debentures due 1951 are a 
$30,000,000 issue and together with $35,000,000 of 234% 
debentures due 1942 comprise the entire funded debt of 
the company. Commercial Credit is one of the two lead- 
ing organizations engaged in financing installment pur- 
chases and the company’s record of earnings in recent 
years has been outstanding. Although the nature of 
the company’s business is such that earnings are rather 
sensitive to the rise and fall of consumer purchasing 
power and fluctuations in profits between good and bad 
times have been rather wide. With the single exception 
of 1933, however, dividends 





portion of the investor’s 
funds be maintained in 
high grade bonds. Recog- 
nition has been given time 
and again to the inflation- 
ary aspects of our national 
economy and stress has 
been placed upon the di- 
minishing purchasing pow- 
er of bond principal and 
income as the price of com- 
modities and the cost of 
living rises. Yet the fact 
remains that no other type 
of investment medium of- 
fers the same measure of 
stability as that of high 
grade bonds. Nor is the 
validity of this conclusion 
impaired by the possibility 
of some hardening in inter- 3 
est rates in later months. 


PER CENT 


1936 
SOURCE: STANDARD STATISTICS CO. 





BOND INCOME 


YIELD OF HIGH GRADE 
INDUSTRIAL BONDS 





have been paid to common 
stockholders in every year 
since 1913. Last year earn- 
ings were the largest in the 
company’s history and thus 
far in the current year 
profits have been running 
ahead of 1936. Seeking to 
diversify its business, the 
company in recent years 
has substantially enlarged 
its textile and industrial 
financing business. The 
financing of automobile 
purchases, both wholesale 
and retail, however still 
contributes the major share 
of income. During 1935 
and 1936, recapitalization 
resulted in simplifying the 
capital structure and re- 
ducing preferred dividend 








Against such a possibility, 
which at the most would 
result in only a comparatively moderate decline in bonds, 
must be weighed the substantially greater risks of de- 
preciation in the value of second grade and speculative 
bonds should the progress of business recovery be seri- 
ously interrupted. 

Regardless of the extent to which the recent decline 
in stocks and second grade bonds has again emphasized 
the cardinal investment factors of security and stability, 
it will probably be difficult for the investor with idle 
funds to overlook the temptingly high yields now avail- 
able in many good common stocks and second grade 
bonds, in favor of high grade bonds yielding on the aver- 
age of about 3.25 per cent. While it is not suggested 
that it would be either advisable or timely to sell good 
common stocks or second grade bonds, it does seem how- 
ever, that as a protective measure until the trend of 
business and security prices becomes more clarified, a 
strong case can be made in favor of high grade bonds at 
this time. 

All of the issues comprising the accompanying list are 
well qualified for inclusion in a group of high grade 
bonds. A strictly orthodox bond analyst might question 
the inclusion of debenture obligations in a list of this 
type, but in each instance of this nature the credit of the 
issuing company and the protection afforded by the 
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requirements. The low 
coupon rate carried by the company’s funded obligations 
testifies to its strong credit position and ability to pro- 
vide itself with ample funds with which to finance its 
capital requirements. In the first six months of the 
current year receivables purchased by the company 
totaled $496,197,000, an increase of nearly $94,000,000 
over the same months a year ago. Despite a substantial 
increase in all fixed charges, that item in the first half of 
this year was covered nearly 51% times and for the twelve 
months ended June 30, fixed charges were earned better 
than six times. The latest balance sheet reveals an 
excellent financial position. Among high grade bonds, 
the issue in question is one of the most attractive of 
those obtainable at a “discount.” 

Pacific Gas & Electric first and refunding 314’s due 
1966 are the most recent series to be issued under this 
mortgage. The total amount of the four series outstand- 
ing is $268,229,000, all of which are secured by a valuable 
mortgage and subject to prior liens of less than $8,000,- 
000. The series under discussion outstanding in the 
amount of $35,000,000 was issued in conjunction with the 
large scale refunding program in which Pacific Gas & 
Electric has been engaged during the past two years. 
Taking advantage of low interest rates and its high 
credit standing the company (Please turn to page 62) 





Opportunities 


in Three Price Ranges 


Extensive Decline Sets Many Issues 
at Bargain Levels with Respect 
to Earnings 


Selections by THE MAGAZINE OF WALL STREET STAFF 


Stocks Under $25 per Share 





Sperry Corp. 





The decline which com- 
menced in the stock market 
towards the middle of Aug- 
ust was one of the most 
drastic and unrelenting we 
have had for years. It cut 
the price of many stocks in 
half and some fared even 
worse. In the middle of 
August the common stock of 
the Sperry Corp. was selling 
for some $18 a share: today, it is between $12 and $13 a 
share, a level which represents a decline very much less 
than that experienced by the market as a whole. 

There is, of course, a reason for the better than average 
showing. In the first place, the company is currently 
operating at record levels. In the second place, it is 
believed that there is a record volume of unfilled orders 
on the books. And in the third place, it is thought that 
the company’s prospects are much better than most; 
particularly is it thought that war, or rather the world’s 
rearmament, will help rather than hurt Sperry. 

The company’s business is international in scope and 
of a peculiarly specialized nature. It manufactures vari- 
ous instruments and controls for air and marine naviga- 
tion, searchlights, gun control equipment and the like. 
A recently acquired subsidiary, Vickers, Inc., produces 
valves, hydraulic pumps and controls and transmissions 
for various types of machinery. 

For the first six months of the current year Sperry 
Corp. reported a net income of $1,370,467, including a 
profit of some $180,000 derived from the sale of securi- 
ties. The net income was equivalent to 68 cents a share 
on 2,015,565 shares of capital stock. While a larger 
profit was reported for the corresponding previous period, 
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it was solely because the profit from the sale of securities 
was larger in the first six months of 1936 than in the 
first six months of the present year. Although net in- 
come for the full year 1937 is not expected to be much 
different from the $1.32 a share reported for 1936, profits 
from operations in the present year will be much higher 
than last. Under more favorable general market condi- 
tions a sharp advance in the common stock of the 
Sperry Corp. would seem to be a logical development. 


Paramount Pictures, Inc. 


Paramount Pictures, Inc., is a thoroughly integrated 





es! 


unit in the motion picture business, controlling one of | 
the largest theatre chains in the country, consisting of | 


about 1,400 theatres and having complete facilities for 
the production and distribution of films. Production 
activities embrace a full season’s output of feature films 
for release in its own chains as well as for rental to 
independent exhibitors; also shorts, newsreels and spe- 
cialties. 


CP Ra PERNT aE 
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Exchanges are maintained in principal cities | 


through the country and foreign distribution is obtained | 


through its own exchanges and distributors in foreign 
countries. In the reorganization of the predecessor 
company capital costs were 
substantially reduced and 
adequate working capital pro- 
vided. Thus the present com- 
pany was in a favorable po- 
sition to benefit from the gen- 
eral improvement in the mo- 
tion picture business during 
the past few years, both 
through its film production 
activities and through opera- 
tion of its large theatre chain. 
Earnings equal to 80 cents a 
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share and $1.21 a share were reported for the calendar 
years 1935 and 1936 respectively. During the first half 
of 1937, improvement brought earnings up to approxi- 
mately $1.12 a share for the six months period. The 
company’s production schedule for the 1937-1938 season 
suggests that it will have a good average quality of pic- 
ture entertainment to offer during the balance of the 
year and it does not appear over-optimistic to estimate 
earnings of between $2 and $2.50 a share on the common 
for the full year. Dividend accumulations on both pre- 
ferred issues have been eliminated, putting the common 
stockholders in line to participate in improved earnings 
through some distribution—possibly before the end of 
the year. 





Cluett, Peabody & Co. 





Cluett, Peabody & Co. is 
primarily a manufacturer of 
shirts and its well-advertised 
trade-name “Arrow” is known 
throughout the country. In 
addition, it makes collars and 
neckwear. It is Cluett, Pea- 
body’s policy to make a qual- 
ity product and arrange to 
have it retailed at a fair 
price. “Cut-rate” stores are 
anathema to the company. 

While there are possibilities in the shirt business, par- 
ticularly at a time like the present when public purchas- 
ing power is relatively high, Cluett’s greatest claim to 
investor interest lies in the revolutionary process which 
the company has developed for pre-shrinking fabrics. 
This is known as “Sanforizing.” It is applicable to all 
kinds of cotton and linen goods and, although the yard- 
age which is being treated is going up by leaps and 
bounds, there still remains tremendous room for expan- 
sion. Cluett, Peabody receives a royalty on every yard 
of “Sanforized” material. 

For the first half of 1937, Cluett, Peabody reported a 
net profit of $602,112 after taxes, depreciation and other 
charges. This, after dividends on the outstanding pre- 
ferred stock, was equivalent to 85 cents a share on the 
564,870 shares of new common stock outstanding with 
the public. For the first six months of last year profits 
were equivalent to only 50 cents a share of common 
stock on the same basis. Last June, Cluett distributed 
to its stockholders two shares of common for every share 
held. Since that time two quarterly dividends of 25 
cents a share have been paid. The indicated earnings, 
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however, are such that a year-end extra appears likely. 
At the end of last year the company paid a special divi- 
dend of $3 a share, or the equivalent of $1 a share on 
the present stock. Selling currently for some $15 a share, 
the common stock of Cluett, Peabody appears very rea- 
sonably priced in relation to its earnings and prospects. 


Republic Steel Corporation 


Republic Steel has virtually completed a major pro- 
gram of plant expansion and modernization, originally 
projected during the latter part of 1935 in connection 
with the re-capitalization of the company. This plan 
provided for an authorized issue of $137,000,000 con- 
vertible bonds, of which $94,000,000 have been issued in 
several series during the past two years to finance the 
plant renovation program. The operating efficiency of 
this third largest unit in the steel industry has been 
considerably improved and integrated by the new plant 
expenditures, the major part of which went into new 
finishing facilities. The plant program of Republic was 
timely in the sense that it was followed by large expan- 
sion in steel demand this year, although the intervening 
labor troubles in the second quarter prevented full reali- 
zation of the anticipated earnings. Earnings in the first 
quarter were equal to approximately $1.04 a share, 
whereas the decline of about $5,000,000 in second quarter 
profits was roughly the figure which the strike during 
this period is said to have cost the company, including 
loss of business because of the interruption to production 
by labor troubles. In any event, the first quarter show- 
ing represents a pretty good exhibit of the earning power 
of the present property and capiial set-up under fairly 
good, but not boom, conditions in the steel industry. 
The 1936 earnings of around 
$1.76 a share are hardly a fair 
appraisal of even average 
earning power since opera- 
tions in the first half of last 
year resulted in a deficit for 
the common. Recession in 
steel operations, so far in the 
fourth quarter, place the full 
year’s earnings estimates on 
rather uncertain ground. In 
view of the importance of the 
auto industry as an outlet for 
Republic, however, this com- 
pany should be in better than average position in regard 
to new orders and operations over the balance of the year. 
The shares have made no allowance for this prospect. 
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Stocks Under $50 per Share 


General Electric 


For the third quarter of the present year the General 
Electric Co. received orders greater than in any similar 
period since 1929. The amount of business booked was 
17 per cent greater than in the third quarter last year 
and the gain for the nine months was 44 per cent over 
the first nine months of 1936. An earnings report for 
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the three months ended last September is not available 
as yet, but General Electric’s earnings for the first half 
of 1937 were equivalent to 91 cents a share on the out- 
standing common stock, compared with only 51 cents 
a share in the first six months of last year. For the 
full year 1937 the company’s profits should be equiva- 
lent to at least $2 a share on the outstanding stock. 
The recent break in the security markets carried Gen- 
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eral Electric’s stock below 
$40 a share, or some twenty- 
five points below the recovery 
high. Even allowing for some 
recession in the company’s 
heavy lines, the stock at its 
current price which is only 
slightly above the low for the 
year is discounting a greater 
decline in business than seems 
at all likely to develop. This 
particular stock is selling, of 
course, at a much higher 
ratio to its current earnings than many other stocks— 
even stocks of fine, well-established companies. There 
is, however, only one General Electric Co. and it is no 
more than reasonable that investors should pay a pre- 
mium for it. General Electric blankets the field of elec- 
trical equipment: it makes everything from the tiniest 
lamps to the largest generators. Add to this, the em- 
phasis placed upon research which assures the company 
maintaining its position in the field and one has an in- 
vestment quite out of the ordinary. 

It is possible, as has been said, that General Electric’s 
heavy business faces some falling off: the deplorable 
state of the security markets which makes it difficult 
for industry to finance expansion and improvement is 
among the indications that this might occur. The light 
lines, however, should hold up well during any tem- 
porary slump and the company is one which is certain to 
participate fully in the resumption of the recovery. 





GENERAL 
ELECTRIC 


HIGH & LOW PRICE 








JFMAMJJASO 

















Boeing Airplane Co. 


Boeing Airplane Co. is one of the leading manufactur- 
ers of aircraft, producing a complete line of military and 
commercial planes as well as a limited number of aircraft 
parts and instruments. Credited with some of the fore- 
most developments in new planes the company now ap- 
pears to be in a favored position to “cash in” on its 
progressiveness. Among these developments are in- 
cluded the so-called “Flying Fortresses” and the new 
“Clipper” planes for use in the projected trans-Atlantic 
service. In addition the company is working on a super 
bombing plane now awaiting test by the Army, and sev- 
eral large passenger planes. 

In common with most manufacturing aircraft units, 
earnings have not been particularly impressive. The 
year 1933 produced a fair profit, equal to 86 cents a share 
on the 522,170 shares of stock. Losses were sustained 
in 1934 and 1935 but last year operations again pro- 
duced a profit. Net of $168.,- 
364 was equivalent to 32 
cents per share on the out- 
standing stock, after payment 
of a surplus profits tax of 
$31,277. Entering the cur- 
rent year with unfilled orders 
of nearly $9,000,000, opera- 
tions have reflected the heavy 
deliveries against these or- 
ders. Sales in the first six 
months totaled $3,405,635, of 
which more than $2,000,000 
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was contributed in the second quarter. A net profit for 
the six months to June 30th of $253,897 was equal to 44 
cents a share on 573,300 shares, compared with 18 cents 
per share earned on a somewhat smaller number of 
shares in the corresponding period of 1936. 

During the current year, Boeing has received several 
large orders for military aircraft, the most recent aggre- 
gating $2,518,346. Asa result, it is probable that orders 
on the company’s books at this time are in excess of 
$10,000,000. The sale of additional stock last July, in- 
creasing the amount outstanding by approximately one- 
third, has strengthened working capital position, but it is 
doubtful whether the management will elect to pay any 
dividend this year. Moreover, in view of the substantial 
development costs this year, as well as the higher labor 
costs, earnings may be restricted to around $1 per share. 

The shares, recently quoted around 19-20, are princi- 
pally attractive asa speculative stake in the future prog- 
ress of the aviation industry. As such, however, they 
afford an equity in a progressive organization, as well as 
one which shows ample promise of maintaining and 
strengthening its position as a leading aircraft organi- 
zation coincident with the growth of the industry. 





Montgomery Ward & Co., 
Inc. 





MONTGOMERY 
WARD 


Benefiting from the en- 
larged purchasing power both 
in agricultural sections and in 
urban centers where depart- 
ment stores are located, 
Montgomery Ward & Co. 
handled the largest volume 
of sales in its fifty-year his- 
tory during the fiscal year 
ended January 31, 1937. Vol- 
ume of approximately $377,000,000 in the past fiscal 
year represented a gain of over 23 per cent in compari- 
son with the preceding fiscal year. To date the company 
has maintained approximately the same rate of gain in 
sales volume during 1937, the eight months through 
September showing approximately $271,000,000 sales or 
23.1 per cent larger than the corresponding eight months 
of the previous fiscal year. Last year the company real- 
ized an operating profit of 6.9 per cent on sales, the best 
ratio since 1928. Although this ratio was slightly less 
favorable in the first half of the current fiscal year at 
6.3 per cent of sales, the increased volume permitted a 
further moderate gain in earnings to $1.60 a share as 
compared with $1.40 a share in the first half of the 
previous fiscal year. In recent years, the second half has 
contributed from 65 to 70 per cent of the full year’s 
earnings. Although it is possible that operations in the 
second half of the current fiscal year will result in slightly 
lower profit margins than a year ago and sales gains 
may be somewhat less marked (September sales were 
12.3 per cent ahead of 1936), the company will never- 
theless benefit from seasonal improvement in sales in 
the second half of the current fiscal period. The expecta- 
tion of a good volume of mail order sales between now 
and the end of the year is predicated upon the larger 
rural income, which is now reaching the farmer’s pocket 
in increasing quantity. The agricultural population is 
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known to spend liberally during prosperous periods, and 
while Montgomery Ward’s outlets are no longer concen- 
trated on the farm population, the company still holds 
an important stake in farm purchasing through its small 
stores and its mail order business. Increased capital 
needs might preclude as liberal dividend payments as 
last year, but the shares at recent levels around 33 are 
regarded as having attractive appreciation possibilities. 


Anaconda Copper Mining Co. 


Although Anaconda Copper and its subsidiaries have 
the largest copper producing capacity of any unit in the 
industry, its operations are so well integrated that the 
value of copper production has been only about one- 
third of total sales during the past ten years. The di- 
rectly owned or controlled mines of the company have an 
annual productive capacity of about 570,000 tons 
of copper, of which approximately two-thirds is repre- 
sented by foreign mines. Its subsidiary, American Brass 
Co., is the largest copper fabricator in the world, and 
the company does an extensive custom business at its 
smelting and refining plants. With these diversified in- 
terests, the company has a broad stake in general in- 
dustrial activity in this country, where mine produc- 
tion is entirely taken by owned or affiliated fabricating 
plants. Demand for its foreign production has been 
aided by the armament programs of leading foreign 
powers as well as by higher industrial activity abroad, 
both of which have stimulated consumption of copper 
and other industrial metals in foreign markets. 








Variation of earnings from 
year to year corresponds 
closely with copper prices and 
with prices lower than pro- 
duction costs during the de- 
pression, deficits ranging be- 
tween 37 cents a share and 
$1.49 a share were reported 
from 1931 to 1933 inclusive. 
In order to maintain opera- 
tions as high as possible when 
demand was restricted, large 
stocks of metal were accumu- 
lated during the depression and financed principally by 
bank loans. The upturn in prices and demand in subse- 
quent years permitted liquidation of excessive metal in- 
ventories and commensurate strengthening of the com- 
pany’s liquid resources. Steady increase in earnings to 
$1.83 a share in 1936 and to $2.21 a share in the first half 
of this year has followed the upward trend of copper 
prices and larger metal consumption. From the stand- 
point of production costs, financial position, mining, 
smelting capacity and fabricating, Anaconda is in a good 
position to benefit from general industrial recovery, here 
and abroad. Recent recession in copper prices necessi- 
tates some downward revision of earlier estimates of 1937 
earnings of between $5 and $6 a share, although the 
company’s basic position and prospects are sound and 
present market quotations for the common stock repre- 
sent an exceedingly modest appraisal of both current 
earnings and future potentialities. 
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Stocks Over $50 per Share 





Union Carbide & Carbon 
Corp. 
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manufactured by the Union 
Carbide & Carbon Corp. 
might give one the impression 
that the company is a hodge- 
podge of unrelated activities. 
In actuality, however, there 
is a close connection between 
the output of oxygen, acety- 
lene and other gases, the 
carbon products, the alloys and the chemicals which 
Union Carbide so profitably turns out. The company is 
as modern as temorrow and diligent research keeps it so. 

For last year the Union Carbide & Carbon Corp. re- 
ported the highest earnings of its history: they were 
equivalent to $4.09 a share on 9,000,743 shares of com- 
mon stock. This year promises to establish another 
new earnings record. For the first half of 1937 a profit 
equal to $2.27 a share of common was reported and for 
the full year the company might well show earnings 
close to $5 a share. Currently, dividends are being paid 
stockholders at the rate of 80 cents a share quarterly, 
but if the estimated earnings for the year are sub- 
stantiated by developments a substantial extra might 
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be distributed. Certainly the company is sufficiently 
strong financially to have no need for bolstering its 
working capital. 

Union Carbide’s great diversification of output nat- 
urally ties it closely to general business activity. Hence, 
if we do face a business recession, one could hardly ex- 
pect the company to be unaffected. On the other hand, 
many of Carbide’s products and processes are still grow- 
ing dynamically and this will be an important influence 
making for resistance to decline. Taking into considera- 
tion that the company’s stock around $73 a share is 
$38 under the high, it would appear that more than is 
likely to befall has been already discounted. 


J. C. Penney Co., Inc. 








Operating a chain of some 
1,500 department stores with 
a heavy concentration in 
rural districts, the J. C. Pen- 
ney Co. is in a favorable posi- 
tion to benefit from the im- 
proved income of the farmer 
and those that are dependent 
on him. Sales for the first 
nine months of the present 

(Please turn to page 62) 
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PHILIP MORRIS 





Success Against Big Odds 


Shares Offer High Earning Power and Yield 


BY C. HAMILTON OWEN 


Pur Morris is an industrial prodigy. In less than 
five years the company has established itself firmly as 
an important and profitable factor in the cigarette indus- 
try. Over the past several years, sales and earnings 
have gained at a rate bordering on the phenomenal— 
phenomenal because they have been scored in a field 
dominated by a tight industrial oligarchy; because the 
company started virtually from scratch in 1933 when 
competition in the cigarette industry was even more 
intense than normally; and because Philip Morris ciga- 
rettes have achieved increasing smoker popularity with- 
out the aid of spectacular and costly promotion. 

To what extent good fortune played into the com- 
pany’s hands is not known. That it was a factor there 
can be little doubt, for launching a new brand of ciga- 
rettes is pretty much of a gamble, with the odds heavily 
against the sponsor. A considerable measure of credit, 
however, for Philip Morris’ success may be given to a 
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more tangible element — management. Philip Morris, 
of course, has no monopoly in its field on capable mana- 
gerial talent. The fact remains, nevertheless, that the 
company’s management, with a wealth of tobacco ex- 
perience and a new sales and promotion technique has 
apparently proved a winning combination. 

Just how winning may be seen in the fact that in the 
first year the company entered the 15-cent cigarette 
field, profits were the largest in its history. Sales in the 
year ended March 31, 1934, were some $5,525,000. The 
next year they rose to $15,633,000, the next to nearly 
$27,000,000 and for the year ended March 31, last, to- 
taled $38,466,513. Thus far this year sales have been 
running 50 per cent ahead of last year. 

It is to be doubted that anyone knows precisely what 
makes one brand of cigarettes “click” with the public, 
while scores of other brands never attain a really sizable 
volume, if indeed they live beyond the dealer try-out 
period. Ask the average cigarette smoker why he pre- 
fers his particular brand to any other and the chances 
are ten-to-one that he’ll answer, “I like the taste.” Tests 
have proven convincingly, however, that the blindfolded 
smoker more often than not is unable to identify his 
favorite brand. Actually among the popular brands of 
cigarettes, the difference in taste is slight, and when a 
smoker attempts to justify his particular preference, he 
is merely rationalizing what has probably been a long- 
time habit. Any number of inducements may have been 
responsible for the original choice of a particular ciga- 
rette brand—effective advertising, appealing packaging 
or skillful selling. Even with all of these, however, the 
odds are still heavily against the possibility that a new 
brand will ultimately be successful. Every tobacco exec- 
utive will verify this. 

Yet the overnight success of Philip Morris cigarettes 
was not the result of a chance shot in the dark. Philip 
Morris & Co. during its career has endeavored to cap- 
ture smokers’ fancy with more than fifty different brands 
of cigarettes. Only one of these, prior to the Philip 
Morris brand, made any money for the company. This 
was the Marlboro, a 20-cent brand. Paul Jones, another 
of the company’s brands, was a popular 10-cent brand 
during the lean years of the depression when a nickel 
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difference in the price of a packet of 
cigarettes was not to be sneered at 
by many. Sales of Paul Jones were 
large, but profits were not. 

Such was the status of Philip 
Morris & Co., in 1932. The com- 
pany was making money, surely an 
envious state in those days, and the 
management could not have been 
blamed for a policy of letting well 
enough alone. The management, 
however, had other ideas, notably 
that there was room for another 
15-cent brand. To almost anyone 
else doubtless such an idea at that 
time would have been discarded im- 
mediately as being too foolhardy. 

It will be recalled that at that 
time the cigarette industry was in 
a pretty chaotic state. Sales of 10- 
cent brands were rising by leaps and 
bounds; many smokers had of neces- 
sity gone back to rolling their own; 
and retail price cutting of the four 
leading brands of cigarettes (Lucky 
Strike, Camel, Chesterfields and 
Old Gold) was rampant. Alarmed 
at the rising tide of 10-cent competition the Big Four 
cigarette manufacturers lowered prices from $6.85 a 
thousand to $6.40 in 1932. Again early in 1933 prices 
were reduced to $6 and shortly after to $5.50. Chain 
stores, department stores and cut-rate dealers were at 
one time selling the four leading brands at 10 cents a 
package—making little or no money. Independent deal- 
ers were anything but pleased, and blamed the Big Four. 

This was the setting in which the management of 
Philip Morris launched its new 15-cent blend. Most of 
the executive heads of the company at that time had 
long been identified with the industry and with an ample 
store of both selling and purchasing experience, their 
first step was a deliberate bid for dealer good will. Philip 
Morris cigarettes were priced at $6.85 a thousand 
wholesale, a figure which gave the retailer a gross profit 
of about 21% cents a package. In order to maintain the 
retail price at 15 cents, the management avowed its 
intention of not selling to price-cutting outlets. With 
this policy as a keystone, the good will of independent 
dealers was assured, but as a practical matter it looked 
as if such a policy placed insurmountable obstacles in 
the path of national distribution. 

But through expert salesmanship and an extra induce- 
ment in the form of the company’s common stock at 
$10 a share offered to jobbers and dealers, national dis- 
tribution was achieved and the majority of distributors 
gave full support to the company’s policy. 

Not the least of the company’s problems, however, 
was that of inducing the smoker to accept a new ciga- 
rette, priced several cents higher than any of the four 
leading brands to which he or she was probably addicted. 
The name Philip Morris was not entirely unfamiliar to 
the smoking public, it having been identified for some 
years with several more expensive brands of English 
and Turkish blended cigarettes. Although the new ciga- 
rette carrying the Philip Morris name was an entirely 
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Richard Carver Wood, courtesy Fortune Magazine 
Automatic scales on which 8,000 individual cigarettes a day are weighed as a check 
on the accuracy of the cigarette making machines. 


new blend, the company’s advertising carried the subtle 
suggestion that at 15 cents per package, the smoker was 
getting a bargain in cigarette quality. 

The new brand caught on immediately. In less than 
six months sales doubled and have continued to gain 
vigorously ever since. Manufacturing facilities have had 
to be enlarged substantially and the company’s plant 
at Richmond, Virginia, is probably one of the most up- 
to-date in the industry. Some measure of the growth 
of Philip Morris cigarettes is afforded by the fact that 
whereas inventories amounted to only $1,536,964 at the 
end of March, 1934, they totaled $17,053,298 at the end 
of the fiscal year March 31, 1937. Sales in September 
of this year, unofficially estimated at 725,000,000 ciga- 
rettes set another new monthly record for the company. 

Of particular note, is the fact that the company 
throughout this period of soaring sales, has not been a 
prodigal spender for advertising and promotional activ- 
ity. Outlays of this nature were reported to have 
amounted to $1,200,000 in 1935 and while they have 
since been increased, they are still small in contrast 
with those made by the Big Four—and smaller yet in 
relation to their effectiveness. Principally through the 
mediums of radio and dealer displays plus some news- 
paper and magazine advertising, the company’s slogan, 
“Call for Philip Morris,” with its diminutive bell-hop, 
is widely known. 

Notwithstanding the size and rapidity of the sales 
gains recorded by Philip Morris, requiring the acquisi- 
tion of new plant capacity and machinery and greatly 
enlarged inventories, the company has found it neces- 
sary to raise only about $5,000,000 in additional capital. 
This was accomplished last year by offering stock at $50 
a share to stockholders in the ratio of one new share 
for each four held. P. Lorillard & Co., on the other hand, 
sold $15,000,000 worth of bonds to promote the sale of its 
Old Gold brand of cigarettes. (Please turn to page 56) 
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Reverse Leverage 


The so-called leverage stocks, 
which are always the pets of the 
speculative fraternity in a rising 
market, have not fared so well in 
the decline. Those same factors 
which tend to favor this group in a 
period of rising markets and increas- 
ing earnings operate adversely with 
equal effectiveness when the busi- 
ness prospect becomes clouded and 
stocks decline. A leverage stock, 
briefly described, is one which is 
preceded by a substantial funded 
debt and perhaps a sizable pre- 
ferred stock issue. In a capital 
structure of this nature the charge 
on earnings ahead of the common 
stock are heavy with the result that 
common stock earnings may be little 
or nothing in a period of depressed 
business. When business is active, 
on the other hand, and earnings are 
rising, per-share results for a lever- 
age stock may be exceptionally good, 
for once preferred dividends and 
fixed charges are earned, only a com- 
paratively small further gain in 
gross could be saved almost in its 
entirety for the common. stock. 
What is more significant in the pres- 
ent setting, however, is the fact that 
only a comparatively small decline 
in gross, say 10 or 15 per cent, could 
absorb a large proportion of earn- 
ings available for the common. 


Machine Tool Orders 


The index of machine tool orders 
for the month of September showed 
a surprisingly good gain. The com- 
bined index, compiled by the Na- 
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tional Machine Tool Builders Asso- 
ciation, stood at 210.7 for the latest 
month, comparing with 179.8 in 
August and 118.5 in September a 
year ago. The index of domestic 
orders declined about 10 points in 
September, but this was more than 
offset by an increase in foreign orders 
from 50.3 in August to 91.7. The 
latter figure compares with 35.6 a 
year ago. Owing to the sustained 
domestic demand for new machine 
tools, with unfilled orders piling up 
to a point where deliveries for most 
types could not be made in less than 
fourteen weeks, manufacturers have 
had to ration foreign shipments. 
The recent booking of larger export 
orders can be expected to aid manu- 
facturers in maintaining active op- 
erations and unless the business 
prospect changes greatly for the 
worse domestic orders can be ex- 
pected to again pick up in the near 
future. There have been a number 
of large inquiries, particularly for 
the lighter types of machine tools, 
and as a potential factor the unfilled 
need for large scale replacements 
may still be counted on. 


Consumer Resistance and 
the Packing Industry 


Every now and again the eco- 
nomic importance of the consumer 
is rather forcibly brought home. 
Consumers have become increasingly 
voluble over the rising cost of living, 
and particularly the high prices of 
meat. In Brooklyn, some 4,000 
kosher butchers closed their shops 
in protest, and customers, as they 
always do when meat prices are 








high, altered their diet to include 
larger quantities of fish and vege- 
tables. The packers are not to be 
blamed for the rise in meat prices, 
for retail prices only reflect the fancy 
prices paid by the packers for steers 
and hogs owing to reduced supplies 
and high feeding costs, the after- 
math of the drought in 1936. Pack- 
ers fearful that consumer resistance 
will attain more serious proportions 
have lately shown increasing reluc- 
tance to pay prevailing prices, and 
prices of both steers and hogs have 
dropped. The present situation is 
not new to the packers. The pack- 
ing industry, operating on an ex- 
ceptionally small margin of profit, 
requires almost perfect balance be- 
tween inventory costs and con- 
sumer demand. In other words, 
packers must be able to offer their 
products to consumers at a price 
which they can pay. If not, con- 
sumption drops almost immediately 
and profits suffer. Moreover, profits 
are subject to the frequently re- 
curring threat of inventory losses. 
In the circumstances, the fact that 
leading packers have been able to 
do as well as they did in the past has 
been due in an important degree to 
sale of less sensitive by-products 
such as fertilizers, scouring powders, 
ete; 


Aviation Progress 


Both the manufacturing and 
transport divisions of the aviation 
industry continue to record excel- 
lent progress. Reliable estimates 
indicate that total output of new 
planes, engines and parts in the 
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third quarter was well in 
excess of $30,000,000. This 
is a new high record and 
more than double the vol- 
ume of business in the 
third quarter last year. 
Available figures indicate 
that while military demand 
has been an important fac- 
tor contributing to record- 
breaking operations, the 
greatest gains have been 
made in commercial equip- 
ment. In the first eight 
months a total of 1,613 
planes and 2,967 engines 
were delivered for com- 
mercial units, comparing 
with 1,006 and 1,776 units 
respectively in the same 
months a year ago. Total 
deliveries of military planes 
in the first eight months 
this year were 447 units, 
comparing with 486 units 
last year. Complete fig- 
ures covering the transport 
division for September are 
not available but prelim- 
inary indications are that 
traffic held close to the 
August level, which was at 
a record high, and may 
possibly have shown a 
contra-seasonal gain. Lead- 
ing companies identified 
with these divisions prom- 
ise to show a significant 
improvement in current 
earnings, although profits 
in the manufacturing divi- 
sion may be restricted to 
some extent by the higher 
cost of labor and materials. 





Price Maintenance 


Most manufacturers out- 
side of the drug and cos- 
metic group are proceeding 
cautiously in invoking 
price maintenance laws, 
notwithstanding pressure 





Sears, Roebuck. 


Minneapolis-Moline Power Implement. 


American Chicle. 


United Fruit. 


Superheater Corp. 


Developments in Companies Recently Discussed 


Company's sales for the 
period September 11 to October 8, were 
larger than in any similar period in the 
company's history. The gain this year was 
8.7% over 1936 and for the 36-week 
period ended October 8, sales of $386,344,- 
207 were some 14% ahead of last year. 
Already apparent, the effectiveness of en- 
larged farm buying power may well result 
in a record-breaking holiday season for 
the company. 


Spe- 
cial meeting of stockholders scheduled for 
October 11 was adjourned owing to insuffi- 
cient proxies in favor of the proposed plan 
of recapitalization. Subsequently the com- 
pany declared a dividend of $6.50 on the 
preferred shares, the last previous pay- 
ment having been made in December last 
year at the rate of $3 a share. 


Company's earnings con- 
tinue to record vigorous gains. Net in the 
September quarter was equal to $2.33 a 
share for the capital stock, comparing with 
$2.27 a share in the previous quarter and 
$1.89 a share in the third quarter of 1936. 
Net for the first nine months of this year 
was equal to $6.41 a share, compared with 
$5.21 a share last year. 


Officials of the company esti- 
mate earnings for the first nine months at 
$10,177,000, equal to $3.50 a share for the 
capital stock. In the same period last 
year estimated net was equal to $3.65 a 
share. The drop in current earnings re- 
flects principally weakness in banana 
prices and while results for the full year 
may not equal the $4.88 shown in 1936, the 
decline should not be great enough to 
jeopardize dividends. 


Report for the nine 
months to September 30 shows net income 
of $2,167,734, including $425,115 of non- 
recurring profit derived from sales of re- 
acquired stock. In the corresponding 
months last year, operations produced a 
profit of $674,025. 


Hiram Walker-G. & W. Company's report for 


the fiscal year ended August 31, last, re- 
vealed net of $6,002,815, equal after divi- 


Sharon Steel. 


Parker Rust-Proof. 


Hudson Motor. 


Glenn L. Martin. 


dends on the preference shares to $8.29 a 
share on the common stock. Net for the 
1936 fiscal year of $4,335,302 was equal te 
$6.56 a share for the common. Earnings 
would appear to justify some increase in 
the present $2 dividend. 


Earnings for the first nine 
months of this year were equivalent to 
$3.79 a share on the 387,773 shares of 
common stock, after allowing for dividends 
on the $5 convertible preferred shares. 
Earnings in the same period last year were 
equal to $1.94 a share on a smaller num- 
ber of common shares outstanding. It 
might be noted that in the current nine 
months, earnings applicable to the 59,720 
shares of referred stock were equal to 
more than $27 a share. 


Company's third-quarter 
earnings were equal to 53 cents a share 
on the common stock, comparing with 80 
cents a share in the preceding three 
months and 47 cents a share in the Septem- 
ber quarter a year ago. Results for the 
first nine months of the current year were 
equivalent to $2.09 a share on 429,498 
shares of common stock, after preferred 
dividends, as compared with $1.72 a share 
in the same period a year ago. 


Price increases announced 
on the company's 1938 models average less 
than 2%... . Boeing Aircraft. Company has 
been awarded an army contract for planes 
and parts amounting to $2,518,346. . . « 
General Motors. Company's sales in the 
third quarter increased 43.7% over last 
year. This most recent showing compared 
with a decline of more than 6% in the first 
six months. . . . American Cyanamid has 
declared a $1 dividend on both classes of 
common stock, payable either in cash or 
the newly created 5% convertible pre- 
ferred stock. 


Company's report for the 
first nine months disclosed net income of 
$1,018,839, equal to $1.71, a share on the 
870,042 shares of capital stock outstand- 
ing. No comparable report for last year 
is available. Sales in the September quar- 
ter amounted to $3,218,751. 





from various retail groups. Price 
maintenance contracts have been 
made covering various brands of ra- 
dios, washing machines, electric ap- 
pliances, books, cigars and cigarettes 
and liquor. That all is not smooth in 
the field of price maintenance is in- 
dicated by the increasing number 
of violations by retailers, either di- 
rectly or through some form of 
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premium dodge. In the liquor in- 
dustry, some of the manufacturers 
are fearful of setting a price that 
might result in a loss of competitive 
advantage or further encourage 
bootlegging. And finally, one won- 
ders what will be the fate of price 
maintenance in a period of pro- 
longed business recession and grow- 
ing consumer resistance. A survey 


conducted by R. H. Macy & Co., a 
leading department store, revealed 
that despite the fact that 74 new 
articles of merchandise were added 
during the month of September to 
those on which prices are fixed, 99 
per cent of the articles sold in their 
store were price free, whether they 
bore the trademark of the manu- 
facturer or the store’s own brand. 
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COLUMBIAN CARBON CO. 





Steady Progress in 


Sales and Earnings 


Record and Prospects Give Stock Attractiveness 


BY J. C. CLIFFORD 


Rcsicine gas black is in things which we all see and 
touch every day of our lives, although few of us realize 
it. Often called carbon black or gas black, it is manu- 
factured by the incomplete combustion of natural gas 
in a process which is a very wasteful one and which can 
only be carried on where there is a huge supply of 
cheap fuel. Although it is essentially the same thing in 
every case, various qualities are made, depending upon 
the use to which the product is to be put. 

The most noteworthy property of carbon black is an 
extreme fineness of particle which gives great opaque- 
ness and tinctorial power. Manufacturers of printing 
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inks and paints quite obviously find this property most 
useful. Prior to 1914, inks took the greatest amount of 
carbon black with paints a poor second. As it became 
generally recognized, however, that carbon black could 
be mixed with rubber and that the rubber was greatly 
toughened, its use for this purpose grew by leaps and 
bounds. The life of tires was remarkably prolonged and 
the manufacture of carbon black changed overnight 
from a small-sized static business to one of the most 
dynamic in the country. 

The Columbian Carbon Co. is one of the two big 
companies engaged essentially in making carbon black. 
It owns thousands of acres of natural gas lands, leases 
many thousands more and has a divided interest in 
additional acreage. At the end of last year there were 
between six and seven hundred producing wells on the 
company’s own or fully leased land. 

In almost every large business today there are off- 
shoots to the main trunk. The Columbian Carbon Co. 
is no exception, for the making of carbon black leads 
one logically into other activities. The first of these 
other activities is quite obvious: possessing enormous 
supplies of natural gas it can be seen that the company 
should have some for sale over and above that needed 
for the manufacture of carbon black. Last year about 
42 per cent of the sales revenue was derived from car- 
bon black and about 30 per cent from the sale of natural 
gas. Virtually all the gas is disposed of at wholesale, 
for it has long been Columbian Carbon’s policy to avoid 
the headaches of retail gas distribution. The importance 
of the gas sideline is apparent even during a year which 
may be termed normal. In 1936, however, Columbian 
Carbon averaged between five and six cents a pound for 
its carbon black: during the worst of the depression the 
prevailing price was but half this, a price below the 
costs of production, and as a result the gas sideline was 
for a time more important than the company’s main 
business. 

The second of Columbian Carbon’s other activities is 
the manufacture of printing inks. The wholly-owned 
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subsidiary, Fred’k H. Levey Co., Inc., 
has developed a line of “Flashdri’” inks 
which are used by the “Saturday Eve- 
ning Post,” “Ladies’ Home Journal” and 
other publications which it is necessary 
to print in great quantity and with ex- 
ceptional rapidity. That these new inks 
are going like a house afire is apparent 
from the fact that their sales last year 
were 800 per cent larger than in 1935. 
Printing inks as a whole contributed 
slightly less than 15 per cent to Colum- 
bian Carbon’s sales revenue for 1936. 

Further diversification is afforded by 
the manufacture of iron oxides and 
other pigments and the manufacture of 
natural gas gasoline. The paint trade is 
the main source of demand for the iron 
oxides, although considerable quantities 
are used for polishing plate glass. Dur- 
ing 1936 the sale of iron oxides and 
other pigments made up 9 per cent of 
all sales, while natural gasoline contrib- 
uted 4 per cent to the total. 

Formed in 1921 as the successor to 
a West Virginia corporation of the same 
name, the Columbian Carbon Co. is one 
of those exceptional organizations which 
never showed a loss and whose stock- 
holders have never missed their divi- 
dends. Even in 1932 when the stock 
could be bought for some $13 or $14 a 
share, dividends of $2.50 a share were 
declared. 

Since 1932 both sales and net income 
have moved steadily forward and last 
year all previous records were broken. Net sales in 
1936 were almost $14,000,000, or more than $1,000,000 
greater than in 1929. The net profit of $4,021,137 after 
taxes, depreciation and other charges was equivalent to 
$7.48 a share on 537,411 shares of common stock, exclud- 
ing the 1,009 shares which the company holds in its 
own treasury. This made a good comparison with the 
$5.56 a share reported for 1935. 

The present year holds out the promise that the rec- 
ord point for sales and profits will be moved another 
notch forward. In the six months to June 30, last, 
Columbian Carbon reported earnings equal to $4.69 a 
share on its common stock, compared with $3.43 a share 
for the first half of 1936. For the full year, making due 
allowance for some recession in business during the lat- 
ter months, it is expected that earnings will ‘be in the 
neighborhood of a figure equivalent to $9 a share on 
the common. 

Columbian Carbon’s dividend policy has always 
tended towards the liberal. Out of the $7.48 a share 
earned in 1936, stockholders received $5.75 a share. 
So far this year stockholders have been paid two quar- 
terly dividends of $1 each, two special dividends of 50 
cents each and a special of $1.75 which was paid last 
month. This makes $4.75 in all. One can count on the 
regular quarterly dividend of $1 in December, bringing 
the 1937 payments up to those of 1936, and then one 
might guess that another special of $1.75 will be paid. 
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Courtesy B. F. Goodrich & Co. 


Between the rollers of this rubber mill, raw rubber is mixed with carbon black 
and other ingredients to make long mileage tires. 
industry is the largest consumer of carbon black. 


The tire 


This would be reasonable in the light of estimated earn- 
ings. If $7.50 in all were paid this year, it is cer- 
tainly a fine return on the stock’s present price of $88 
a share. 

The ownership of the Columbian Carbon Co. rests 
solely with those who hold its common stock. The com- 
pany has neither bonds nor preferred stock outstand- 
ing—a fact which makes a financial position already 
strong even stronger. At the end of June current assets 
totalled $6,714,934 of which $3,254,000 was cash and 
marketable securities at cost. On the same date current 
liabilities amounted to $1,170,000. Incidentally, the 
marketable securities owned by the Columbian Carbon 
Co. are in the nature of a little investment trust. They 
consist of bonds, preferred stocks and common stocks of 
some of our best known companies. The stocks are 
widely diversified, the list given in the last annual report 
starting with a hundred shares of Allied Chemical and 
two hundred shares of American Telephone and ending 
with five hundred shares of Westinghouse Air Brake and 
a thousand shares of Wright-Hargreaves. Last year in- 
terest and dividends received totalled $688,000, or well 
over $1 a share on Columbian Carbon’s own outstanding 
common stock. 

The longer term outlook for the Columbian Carbon 
Co. is on the whole a favorable one. The company, of 
course, is greatly affected by business in general and by 
the tire industry in particular. (Please turn to page 56) 
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THE BUSINESS ANALYST 





Jahking. the Pulse of Business 


| chiefly to a considerably 
greater than normal seasonal con- 
traction in steel and cotton cloth 
production, resulting from the work- 
ing off of backlogs, our per capita 
Index of Business Activity has re- 
ceded rather sharply during the past 
fortnight to around 94.5% of the 
1923-5 average, a level, however, 
that is still about 1% above last 
year at this time. Reduced opera- 
tions in the steel, textile and a few 
other industries have also caused 
some falling off in the volume of 
check payments and electric 


— Industrial Activity Slows 


— Metal Prices Should Stabilize 


— Motor Output Speeds Up 


— Lower Steel Operations 


of whatever recession may take 
place during the fourth quarter, that 
business volume for the complete 
calendar year will average not less 
than 8% above that in 1936. Should 
the increase be just 8%, per capita 
Business Activity this year would 
average 94.4, compared with 87.4 in 


simist could anticipate this year. 
Approaching the fourth quarter 
outlook from another angle it should 
be noted that Business Activity at 
the present time would be consid- 
erably lower were the average not 
being held up by a high rate of ac- 
tivity in the coal and automobile 
industries and in car loadings, under 
influences which are purely tem- 
porary. It appears now, however, 
that coal production may not fall 
off this autumn quite so rapidly as 
at first expected; since, according to 
report just released by the Na- 








power output. Coal production, 
lumber shipments and car load- 
ings are about holding their 
own, on a seasonally adjusted 
basis; but motor car assemblies 
are being pushed up rapidly to- 
ward a near capacity level in 
preparation for the Automobile 
Show which opens on October 
27th, two weeks earlier than last 
year. 

For the month of September, 
per capita Business Activity 
averaged 100.4, against 100.5 in 
August and 97.6 for July. In- 
creases over the corresponding 
periods in 1936 were 8.2% for 
July, 6.8% for August, and 
5.8% for September. Per capita 
Business Activity during the 
third quarter averaged 99.5, a 
gain of 6.9% over last year; 
compared with 98.5 for the sec- 








ond quarter, which was 12.8% 
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tional Bituminous Coal Com- 
mission, consumer stocks on 
September Ist were no greater 
than three months earlier, and 
were only 25% heavier than on 
September Ist, 1936. Neverthe- 
less, a temporary drop of around 
40% from present levels could 
easily take place in the not dis- 
tant future, once the price ques- 
tion has been settled. This 
alone, after allowing for the col- 
lateral effect upon car loadings, 
would lower our Business Ac- 
tivity Index by about four 
points. Car loadings, still sus- 
tained by past production and 
the abnormally high rate of 
automobile and coal shipments, 
continue to establish new re- 
covery highs weekly; but will 
soon reach a seasonal peak and 
then begin to fall off rather 
sharply under the pressure of re- 








ahead of the corresponding in- 
terval in 1936; and 93.4 for the first 
quarter, which staged an increase of 
23.77) over the like 1936 period. 
For nine months the average has 
been 97.1, a gain of 13.8% over the 
corresponding interval a year ear- 
lier. With this good running start 
it seems highly probable, regardless 
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1936. This would presuppose an 
average of 86.3 for per capita Busi- 
ness Activity during the current 
quarter, a decline of nearly 8% be- 
low the average of 93.5 established 
for the final quarter of 1936, which 
would appear to be about the worst 
that even the most hopeless pes- 


ceding business activity and 
contracting ‘soft coal shipments. 
This would lower the Business Ac- 
tivity Index by at least another 
point. In the rush to supply dealer 
samples, automobile production, on 
a seasonally adjusted basis, has risen 
temporarily to 50% above normal, 
a new high for the recovery. When 
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the volume of assemblies returns to 
normal, or perhaps somewhat below 
normal, as is bound to happen be- 
fore the year-end, at least another 
five points will be taken from general 
business activity. Thus it appears 
that these three industries alone, 
even if other components ef the 
Index remain stationary in the 
meantime, will sooner or later cause 
a 10-point decline in Business Ac- 
tivity, thereby bringing the Index 
down to around 84. At 82.4, per 
capita Business Activity would be 
20% lower than the recovery peak 
of 103.1 reached during the second 
week in September. A recession of 
such proportions would about paral- 
lel the post-NRA set-back, which 
also amounted to 20%. The post- 
NRA recession was short lived and 
occasioned no especial alarm. There 
is no reason why the present in- 
evitable adjustment should be 
viewed with less complacency. 


The Trend of Major Industries 


STEEL — Uncertainties in the 
nearby business outlook and the re- 
moval of incentives to forward buy- 
ing, such as the springtime fears of 
price advances and labor trouble, 
have led domestic consumers of steel 
to be so cautious about placing new 
orders that the industry’s operating 
rate has declined to around 56% of 
capacity and 19% below last year at 
this season. This level, however, is 
probably as low as operations will 
go this year. The automotive in- 
dustry, having failed thus far in its 
efforts to obtain price concessions, 
is placing some orders, and a larger 
volume from this industry is antici- 
pated in coming weeks. Other con- 
sumers, with the exception of farm 
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implement and household equipment 
makers, are drawing upon inven- 
tories accumulated during the spring 
buying wave, or purchasing merely 
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on a hand-to-mouth basis. Miscel- 
laneous users are stocked for 30 to 
90 days ahead at present rates of 
consumption. Foreign demand is 
still heavy, as indicated by Septem- 
ber machine tool orders, which were 
83% ahead of August, against an 8% 
decline in domestic orders. Profits 
for the third quarter were probably 
somewhat under the good second 
quarter’s showing; but well above 
the corresponding period for 1936. 
Fourth quarter earnings will be be- 
low those for the final three months 
of last year. 


CONSTRUCTION — Awards for 
engineering construction in Septem- 
ber were off 15% from September a 
year ago, with private awards down 
20% against a decline of only 11% 
in public awards. For nine months, 
the gain over last year in engineer- 
ing construction awards amounted 
to 8.5%. A recent survey indicates 
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that at the present time there exists 
a cumulative housing shortage of 
2,000,000 units throughout the na- 
tion; so that the present lull in resi- 
dential building can last only until 
rents catch up with construction 
costs. 


RAILROADS — With an extra 
$35,000,000 added recently to an- 
nual payrolls through the wage com- 
promise with operating unions, the 
rails are laying plans to petition the 
I. C. C. for a general freight rate 
advance as soon as decisions are 
rendered in the pending rate case. 
A restoration of passenger fares may 
also be sought. Meanwhile some 
savings in expenses are being effected 
through seasonal lay-offs of main- 
tenance workers. A hint that too 
much stress may have been placed 
upon competition as a cause of the 
railroads’ plight may be found in a 
recent statement by J. V. B. Duer, 
chief electrical engineer of the Penn- 


sylvania, before the American So- 
ciety of Mechanical Engineers, to 
the effect that the railroads still 
carry 70% of the country’s freight 
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and upward of 60% of all passenger 
traffic for hire last year. 


METALS — Prompt action by 
both foreign and domestic producers 
in curtailing production — before 
stocks have an opportunity to be- 
come top-heavy again, should have 
the effect of stabilizing the price of 
copper at a comparatively high level 
during the present interval of re- 
duced demand, and thus help to 
cushion the temporary recession in 
profits. Domestic curtailment, in 
the case of Phelps-Dodge, will 
amount to 20%; foreign curtailment 
will place production at 105% of 
basic tonnages by the end of Novem- 
ber. Canadian output of nickel in 
August increased 647% over the cor- 
responding period of 1936, against 
an eight months’ gain of 42%. Do- 
mestic production of slab zinc in 
September was up 19% from last 
year, and stocks showed the first 
increase in 21 months. World visible 
supply of tin decreased 11% in Sep- 
tember; but is still 36% ahead of 
last year. 


AVIATION — Deliveries of air- 
planes, engines and spares during 
the third quarter reached a new high 
record of well over $30,000,000— 
more than double the output for 
the corresponding quarter of 1936. 
Air passenger traffic in September is 
believed to have registered a contra- 
seasonal gain over August and 
reached new record heights. Un- 
fortunately, however, both branches 
of the industry are operating at a 
very low unit profit, owing largely 
to costly development work. 


RAYON—Rayon output has been 
curtailed by about 30% since July; 
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but inventories are not accumulat- 
ing rapidly. So far as possible, pro- 
duction is being reduced by shorten- 
ing hours to avoid the laying off of 
employees. 


AUTOMOBILES—AIl makes of 
motor cars are now in production 
on 1938 models, and output is being 
speeded up to supply dealer samples 
in time for the Automobile Show in 
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October. September assemblies were 
about 20% ahead of last year; but 
if would not be surprising if sales 
and profits before the year-end 
should fall somewhat below the pre- 
vious year. 


OIL—Good progress toward cur- 
tailment of crude output has been 
made during the past fortnight, but 
production is still 17% ahead of last 
year, which is toe high in proportion 
to consumption, especially in view 
of the probability that somewhat 
greater than normal falling off in 
demand may follow 


against 5% in nine months; while 
September’s chain store sales in- 
creased 7.6% over the previous year. 
Montgomery Ward reports a Sep- 


tember improvement of 12.3%, 
against 21% for nine months. Ex- 
cept in clothing lines, retail credit 
conditions are still satisfactory. In 
a recent address before the National 
Association of Food Chains, Mr. 
F. H. Massman, president of the 
National Tea Co., asserted that 
loss-leader merchandising, a direct 
cause of the 42 State fair-trade laws, 
is still the greatest problem in dis- 
tribution. He thinks that many 
manufacturers are more responsible 
than the chains for this practice, and 
observes that “the article most heav- 
ily advertised in the one that gets 
down to cost or below cost quickest 
and stays there.” 


SHOES—Shoe production in Sep- 
tember was about 10% lower than 
last year, compared with a 10% in- 
crease for ten months. Prices down 
the line from shoes to hides have 
been receding in keeping with the 
deflationary trend in other com- 
modities. This is a direct conse- 
quence of the spring boom when 
merchants piled up excessive in- 
ventories. 


UTILITIES—Reflecting the arch- 
ing over in general business activity, 
electric power output continues to 
report progressively narrowing gains 





over the previous year, and this is 
naturally being reflected in the busi- 
ness of electric equipment manufac- 
turers. Thus new orders booked by 
the General Electric Co. during 
the first quarer were 78% ahead 
of the corresponding period of 1936; 
while second quarter bookings in- 
creased only 44%, and the third 
quarter gain dropped to 17%, 
against a cumulative increase of 
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45% for nine months. Unfortunately 
there is little encouragement to in- 
vestors in the public utilities to be 
derived from the President’s recent 
public addresses. 


SHIPBUILDING — Gross _ton- 
nage completed in U. S. shipyards 
during the third quarter was about 
9% ahead of the second quarter. 


Conclusion 
Owing chiefly to the working off 
of backlogs in the steel and textile 
industries, per capita Business Ac- 
tivity has sunk back 
to about last year’s 





in the wake of reced- 





ing general business 
activity. 


MERCHANDIS- - 
ING — Persistent 140 
weakness in the stock | 
market is hurting | 
sales in some of the | 
more populous cen- | 
ters; though unsea- | 
sonally warm weather 
is probably the major 
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level. Business vol- 
ume at the present 
time would probably 
150 be about ten points 
140 lower were it not for 
the unseasonally high 
rate of coal and auto- 
mobile production. 
With the removal of 
these artificial influ- 
ences, it would not be 
surprising if the pres- 
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riod of 1936, against Farm DN oo nl eu eee 86")... ...555...... 
. : 8 . r EO OT STS down 1.8 Building ees 
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1936 Indexes 
ra—a—oeq———_ 


1937 Indexes 























lo. 0 — = 
High Low Issues (1925 Close—100) High Low Oct.2 Oct. 9 Oct. 16 
06.0 78.4 330 COMBINED AVER. 122.0 61.1 77.7 70.8 61.1 
204.6 113.4 5 Agricultural Implements... 253.3 135.5 182.0 165.3 135.5x 
68.6 39.9 6 Amusements. . . 42.6 55.2 51.1 42.6x 
143.5 116.8 16 Automobile Accessories.. 146.6 66.6 90.0 81.8 66.6x 
24.9 17.7 13 Automobiles............ 30.1 12.1 16.7 15.1 12.1 
156.8 104.3 8 Aviation(1927 Cl—100). 178.0 80.7 97.5 94.1 80.7x 
23.8 12.6 2 Baking (1926 Cl.—100). 28.5 10.4 13.3 11.9 10.4x 
500.9 318.6 2 Bots. & Cks. ('32 Cl. 100) 50) 547.0 342.4 399.1 371.9 342.4x 
262.0 202.8 3 Business Machines........ 308.6 167.4 207.7 196.1 167.4x 
287.4 216.2 Ea eres 242.8 172.5 195.3 188.0 172.5x 
237.1 187.5 10 Chemicals. . 247.7 143.8 174.9 158.2 143.8 
73.8 42.8 15 Construction. . 88.3 33.8 47.0 40.4 33.8x 
166.4 87.9 10 Copper & Brass.... o« 217.3 88.8 117.8 106.5 88.8x 
47.8 39.3 2 Dairy Products........... 43.0 28.2 32.5 31.0 28.2x 
41.8 23.3 10 Department Stores........ 42.7 20.5 26.1 23.9 20.5x 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 56.6 66.8 65.2 56.6x 
441.1 227.2 2 Finance Companies....... 388.4 252.1 283.8 262.6 252.1x 
70.1 60.9 7 Food Brands............. 71.9 42.0 47.3 45.0 42.0x 
56.6 41.4 4 Food Stores.............. 42.7 29.9 34.8 33.3 29.9x 
103.2 65.7 3 Furniture & Floor Coverings. 122.3 63.4 79.8 71.3 63.4x 
1296.9 1116.0 4 Gold & Platinum Mining.. 1253.6 831.0 990.3 925.1 831.0x 
51.0 36.6 5 Investment Trusts......... 58.6 30.1 36.3 32.5 30.1x 
341.6 265.2 3 Liquor (1932 Cl—100)... 317.8 186.9 231.8 213.3 186.9x 
189.5 134.7 D II 5 50 cis'eeo0 00.08 209.8 109.4 136.5 123.5 109.4x 
107.4 61.3 ye res 104.3 66.5 79.6 72.7 66.5 
83.9 59.4 4 Meat Packing............ 109.6 51.5 66.4 61.5 51.5x 
232.5 159.5 14 Metal Mining &Smelting.. 334.1 158.8 204.2 183.9 158.8x 
ee. da | SE ea 26.5 8.8 14.9 11.9 8.8x 
142.8 97.2 24 Petroleum & Natural Gas.. 158.8 97.1 115.8 108.3 97.1x 
96.6 67.2 18 Public Utilities........... 114.9 50.5 64.7 58.9 50.5 
35.4 26.7 4 Radio (1927 Cl—100).... 31.7 16.8 23.6 21.3 16.8x 
100.4 52.5 9 Railroad Equipment... 12.9 41.2 53.6 46.8 41.2 
39.8 37.3 24 Railroads........... 48.6 19.2 26.3 23.0 19.2x 
27.1 13.4 BN sv 55 sc cowpeas 28.1 7.9 11.5 10.0 7.7x 
87.6 62.7 4 Shipbuilding............. 87.6 36.5 49.0 45.2 36.5x 
SE45 S52 12 Steel G Won. ... oc ccccce 165.6 82.2 103.6 92.6 82.2 
ee ge ee 45.2 24.0 30.0 27.2 24.0x 
175.6 142.5 ane 171.2 119.0 143.9 134.5 119.0x 
97.4 76.6 3 Telephone & Telegraph.... 85.3 46.4 53.1 49.4 46.4x 
83.5 62.0 =.= 91.8 43.7 58.3 54.3 43.7x 
20.9 10.6 4 Tires & Rubber........... 29.2 13.1 18.0 15.9 13.1x 
100.2 87.2 Sa 99.4 75.0 80.2 75.4 75.0x 
76.2 61.0 er 71.9 22.2 31.9 28.1 22.2 
369.2 232.5 4 Variety Stores........... 346.8 187.1 222.9 209.8 187.1x 
x—New LOW this year. 
DAILY INDEXES OF SECURITIES 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. ———50 Stocks—— 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, Oct. 4....... 80.05 152.19 40.43 112.45 110.75 631,400 
Tuesday, Oct. 5....... 79.28 144.08 38.68 109.62 104.84 1,680,720 
Wednesday, Oct.6.... 79.23 147.18 38.99 108.11 103.61 1,783,610 
Thursday, Oct. 7....... 79.38 146.59 38.67 110.74 107.04 1,190,120 
Friday, Oct. 8......... 79.14 144.03 37.26 108.62 105.00 1,148,700 
Saturday, Oct. 9....... 78.95 143.93 37.39 105.96 105.06 488,980 
Monday, Oct. 11...... 78.30 138.79 35.40 105.25 101.16 1,747,645 
Tuesday, Oct.12...... HOLIDAY EXCHANGE CLOSED 
Wednesday, Oct.13... 77.80 138.20 35.26 103.23 98.99 2,567,030 
Thursday, Oct. 14...... 77.49 136.54 34.30 102.61 99.09 1,681,530 
Friday, Oct. 15........ 77.08 135.48 33.64 100.38 96.89 2,538,270 
Saturday, Oct. 16...... 76.71 136.30 33.33 99.64 97.96 1,320,430 





STOCK MARKET VOLUME 





9,854,905 
Total Transactions 
Year to Oct. 1 
318,430,128 


Week Ended Oct. 16 Week Ended Oct. 9 Week Ended Oct. 2 


6,923,530 6,875,063 
Same Date Same Date 
1936 1935 
379,149,458 256,554,081 

















Note: Latest yo compiled as 





§—Week ended Oct 1 


of Oct. 16. (b)}—1,000 Gross tons, 
(f}—Dun & Bradstreet. (G)—U. S. Labor 


100. (d)—F. W. ige—37 states. 
100. *—000 omitt 
Composite. Ji—July. Ag—August. 


t—000,000 omitted. 


(c}—Iron Age 25-27- 


*23-25- 


*—Iron Age 





MONEY RATES 
Time Money (90-day). ..... 
Prime Commercial Paper... . . 
COPTAGROY : <<. cceccscccs 
Re-Discount Rate N. Y...... 


CREDIT 
Bank Clearings, N. ¥.7...... 


Bank Clearings 
(outside N. Y. 


Brokers’ Loans, F. R.t....... 


Brokers’ Loans N. Y. S. E.T.. 
New Capital Financingt..... 


COMMODITY PRICES 
Finished Steel* ¢ per Ib..... 
Pig lron* $ perton......... 
Steel Scrap* $ perton...... 


ian raw, $ perlb......... 
Silk, raw, $ per lb........... 
Wool, raw, $ per Ib......... 
Wheat Price, Dec., $ per bu.. 
Cotton Price, Dec., $ per Ib.. 
Corn Price, Dec., $ per bu... 


KEY INDUSTRIES 
Steel Ingot Prod. (b) (tons). . . 


U. S. Steel Corp. Shipments 
(b) (tons) 


Pig Iron Production (6) (tons). 
Operating Rate % Capacity. . 
Auto Production........... 
Bldg. Contract Awards (d)*, . 
Residential Bldg. (d)*...... 
Engineering Contracts*...... 
Cotton Consumption (bales)*. 
~—_ Orders, '26— 


Oil Prod., daily aver. (bbls.)*. 
Stocks of Gasoline* (bbls.). . 
Elec, Pwr. Output (kwh)t.... 
Capital Goods Activity (c).. . 


TRANSPORTATION 


Carloadings®.............. 
Miscellaneous Freight*®..... 
Merchandise, L.C.L.*...... 


TRADE 


Dept. Store Sales '23-25— 
100 


Mail Order Sales*......... 
Merchandise Imports*...... 
Merchandise Exports*...... 
Business Failures (F)......... 


EMPLOYMENT 
oT Tee 
Durable Goods Industries (G). 
Consumers Goods (G)...... 
Factory Payrolls (G)........ 


Latest Previous Year 
eek eek Ago 
14% 114% 1%4% 

1% 1% %@1% 
1% 1% 1% 
1% 1% 112% 
$2,486 $3,782 $2,789 
1,848 2,345 1,847 
968 982 971 
Last 
Oct. 1 Sept. 1 Year 
$1,039 $1,186 $978 
156.3Se 75.6Ag 177.9 

Latest Previous Year 

Week Week Ago 
2.605 2.605 2.197 

23.25 23.25 18.73 

16.25 16.91 16.67 
212 21214 .0975 
0575 .06 .0460 
06 0614, 0485 
50% 5455 4435 
16% 16% 16% 
1.27 1.27 1.17 
.0315 .0317 20335 
1.72 1.65 1.70 

-95-.97 -95-.97 89 
9914 1.0014 1.15% 
.0832 .0792 .1197 

-59-.58%e .58%e-.59 941, 
Year 

Sept. Aus. Ago 
4,302 4,876 4,161 
1,048 1,108 962 
3,410 3,606 2,730 

63.5§ 66.0 75.0 


405,064Ag456,9095| 275,934 
$207,072 $285,104 $234,272 


210.7 


Latest 
ee 


3,579 
65,532 
2,280 
88.3 


Latest 
Week 


815 
326 
174 


Sept. 


95 


73,448 
170,068 
604 


179.8 


Previous 
eek 


3,647 
65,266 
2,276 
84.7 


Previous 
Week 


847 
339 
175 


Aus. 
92 


80,670 
197,372 
630 


118.5 


Year 
Ago 
3,025 
57,760 
2,168 
81.0 


Year 
Ago 
820 
334 
173 


Year 
Ago 


$92,217 $69,616 $83,743 


245.7Ag 265.3J1 
277.7Ag 267.23) 


564 


Aus. 
102.2 

98.1 
106.6 
103.7 


707 


July 
101.4 
98.9 
104.1 
100.4 


193.0 
179.0 
586 


Year 

go 
93.5 
84.7 
102.8 
83.5 
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The Personal Service Department of THE MaGazine or Wau STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





McKeesport Tin Plate Corp. 


I am informed that McKeesport Tin Plate 
is booked to capacity until 1938. Neverthe- 
less, I am worried over the stock’s big drop 
this year and am considering “getting out” 
soon. Do you look for higher wage and 
material costs to narrow profit margins?— 
E. G., Indianapolis, Ind. 


As a result of the merger of Mc- 
Keesport Tin Plate Co. with its can 
manufacturing subsidiary, McKees- 
port Tin Plate Corp. now ranks 
among the leaders in the metal con- 
tainer industry. The report of the 
new company covering the period 
from January 1 to July 3, 1937, re- 
vealed a net profit of $773,373, equal 
to $1.06 a share on the 727,584 
shares of capital stock now out- 
standing. No direct comparison is 
possible with the preceding year’s 
results, but including 65% of the 
can manufacturing subsidiary’s earn- 
ings, a net figure of $747,000 was re- 
ported for that period. Indications 
are that some improvement in the 
earnings picture will be registered 
for the final half of this year, which 
should bring per share earnings well 
above the present $2 annual rate on 
the stock. Costs seem to be tend- 
ing higher in the tinplate division, 
and profit margins here may be nar- 
rowed. The prospect for the can 
manufacturing division is favorable, 
principally because of the large 


vegetable and fruit packs this year 
and this should prove an offset to 
possibly less favorable operations in 
the tinplate division. With a view 
to strengthening the working capi- 
tal position of the company, stock- 
holders have been asked to approve 
the flotation of an issue of preferred. 
The proceeds would be used to liqui- 
date about $2,000,000 in bank bor- 
rowings and for the improvement of 
properties. In view of the favorable 
outlook for the can manufacturing 
operations of the company, we look 
for relatively well sustained earning 
power and while the stock is not one 
likely to register any sharp runup 
in the market, it does appear rea- 
sonably priced for retention here. 


Borden Co. 


Will you kindly advise me, a new sub- 
scriber, on the possibilities in Borden Co. 
from here on. At present levels it is just 
about where I bought it in 1935. Is it in a 
position to benefit from the rising trend of 
food prices?—B. D., Albany, N. Y. 


Engaged in the relatively stable 
business of dairy products, there 


Inquiries. 


would seem to be little to indicate 
earnings gains of sufficient extent to 
stimulate great speculative interest 
in Borden Co. stock. On the other 
hand, sales volume this year is un- 
derstood to be running above a year 
ago, which should enable the organi- 
zation to offset increased expenses 
and report for the full year, earn- 
ings somewhat ahead of the $1.80 a 
share recorded for 1936. Finances 
of the company are in excellent 
shape, and the 4,396,704 shares of 
common stock represent the sole 
capital obligation. Accordingly, the 
$1.60 per share annual dividend rate 
appears secure, with the possibility 
of moderate extra payments. At 
prevailing quotations of around 22, 
the stock yields approximately 7%, 
based on the regular rate only, 
which is still in excess of that for 
the majority of industrial stocks of 
comparable quality. During the 
current year the management has 
disposed of certain unprofitable 
produce divisions which are said to 
have resulted in losses over the past 
six years, averaging over $600,000 
annually. In addition to eliminat- 
ing this business as a source of siz- 
able losses, the sale of the properties 
has released additional working cap- 
ital to be employed in the more 
profitable divisions of the business. 
With an excellent balance sheet po- 
sition and no bonds or preferred 
stocks ranking ahead of the com- 
mon, the latter may be classed as a 
sound income producer, with at 
least moderate possibilities of worth- 
while appreciation from current lev- 
els. Admittedly, competition in the 
fluid milk division does not suggest 
(Please turn to page 51) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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MARKET REBOUND! 
R first step in serving 
you will be to make a thor- 
ough survey of your present Exceptional short-term profit possibilities will be made 
Se See oe available through the recommendations of our three active de- 
the following objectives: 
partments . . . Trading Advices, Unusual Opportunities and 
+ ne eae Be se Bargain Indicator. Stocks selected will be potential leaders of 
curities that will lead the sharp but ' i 
selective market advance which is the imminent market advance. 
ahead. 
h r . . - 
cate iy Alesis a sean amend: tata The P ecipitous market decline has greatly strengthened 
t = tance of losses in weak holdings. From the technical structure and over-discounted adverse factors. 
Tes : x - M 
ae ach e0aped ep Bi aie From a trading standpoint, many stocks are grossly over-sold and 
un- deduct $2,000 security losses in excess will quickly rebound 10 to 20 points. From an investment 
year of profits. standpoint, you can buy sound issues at an abnormally low 
ani- . i . . ‘ 
«eel 3. Recweiey af tenes eal geting your price-earnings ratio, with secure yields of 5% or more, and out- 
arn- account on a profitable basis . . . standing appreciation prospects. 
80 a through definite, well-balanced market 
and investment ; ‘ : : ; 
nces itis It has been our experience that following a situation like the 
lent F your brokerage account is present, very substantial profits are obtained through Forecast advices. 
od : restricted, you may make Over a period of 20 years, in all types of markets, we have been guiding 
— changes te your Lettings, goe- investors and traders with a high degree of accuracy. Our subscribers 
the viding you do not increase : 3 i ; 
pre viii: tite Dibenen. are located not only in the United States, but in Canada, Mexico, South 
ons 7 America and Europe. That they find our service advantageous is a 
lity P 7 8 
Our original report on your ib A dicti f m" d di lecti ri d 
At portfolio will advise you what tribute to its prediction of market trends and its selection of under- 
| 22, action to take. At all times, valued securities. 
1%, you will be entitled to consult 
only, | us regarding securities you | At an opportune time, you will be advised what to buy, with the 
| for satan a oe ee: ee | assurance of knowing that all commitments will be kept under our con- 
ed | stant supervision and that we shall advise you when to sell. Then, 
e ; fi 
wn through our counsel, you can take continuous steps to increase your 
able Our first recommenda- SE ay: 
d to ti . 
ions should bring you , ‘ 
past | profits well in excess of To profit through the coming upsurge in the market, enroll 
),000 | Sits ; 
on our subscription fee. with the Forecast . . now. 
 siz- 
rties ‘papnnaennananannanbannenebnnnnnnannneneenenanannneaeeneamaeeaaiaaeeiaaaanaaaaaeaaiaanaaaeateel 
4 
cap- FREE THE INVESTMENT AND BUSINESS FORECAST 
— Ss P of The Magazine of Wall Street 
ness. erutce } 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
; po- I enclose $75 to cover my six months’ test subscription to The Inv and Busi Forecast with ser- 
srred to y  vViee starting at once but dating from December 1. I understand that regardless of the telegrams I select, 
alee ; I will ive the I service by mail. ($125 will cover an entire year’s subscription.) 
» Send le ams e in r Private 
in te Deeember I 08a a ee poy Ee scp rage: gow ga below. (Wires will be sent you in our Privat 
» mt 4 Es TRADING Active common stocks for near-term profit. Two or three wires a month. 
orth- & 4 ADVICES Three to five stocks carried at a time. $1,500 capital sufficient to act in 10 
1 " 4 shares of all recommendations on over 60% margin. 
- 2 
; “tl FREE AIR MAIL 4 i UNUSUAL Low-priced common stocks for ket appreciati Two or three wires a 
SERVICE 4 OPPORTUNITIES month. Three to five stocks carried at a time. $750 capital sufficient to buy 10 
pest 4 shares of all recommendations on over 60% margin. 
O Check here if you lay BARGAIN Dividend-paying common stocks for profit and income. One or two wires a 
wish Air Mail and it INDICATOR month. Three to five stocks carried at a time. $1,500 sufficient to buy 10 
will expedite delivery shares of all recommendations on over 60% margin. 
of our weekly and spe- ? 
cial bulletins. This ser- P NAME ci cccc cc cccsccccseresesecccecseccooceso CAPITAL OR EQUITY AVAILABLE.............+.-- 
ram vice is provided FREE SIONS 2 cas dS oi wn ics ae ee Sew Se as Saeed O cisions Manta et ee eee 
bgt ise ng to SMI cos snk vn sens cun send annnweceneganss aebevenssncede neste ve ia oSosbsundovdasetas 
‘etl. States and Canada. 4 CITY wc ccccccccccccccccevcccccccccsessccccves STATE .cccscccccccccccccesccssccccece Oct. 23 
— ? Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 
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Complete Investment 
and 
Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & CO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Assoc.) 


67 Broad Street, New York 
Telephone WHitehall 4-8500 


BRANCH OFFICES 


254 Park Ave at 46th St., N. Y. 
2121 Broadway at 74th St., N. Y. 


VERY investor should read this inter- 

esting booklet by Denber Simkins, na- 
tionally known writer on economic affairs. 
It shows why many people lose in the 
Stock Market. Explains the most depend- 
able method of forecast. Proves that this 
method has produced good results in the 
Shows how YOU may take advan- 
t it. A copy of “MAKING MONEY 
IN STOCKS” will be sent to_you ABSO- 
LUTELY FREE. No obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 686, Chimes Building, Syracuse, N. Y. 








é COLUMBIA 
rm GAS & ELECTRIC 
CORPORATION 





_The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 

No. 44, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 34, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 23, quarterly, $1.25 per share 
Common Stock 
No. 35, 25¢ per share 


payable on November 15, 1937, to holders of 
record at close of business October 20, 1937. 
Howtanp H. Pett, Jr., 


October 7, 1937 Secretary 

















20 Leading | 
Aviation Stocks 


| 
Circular M. on request 
| 
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Dunscombe & Co. 


Members New York Stock Exchange 


60 Broad Street, New York 

















"A LITTLE DOES ALOT" 


Send for free 48-pg. cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 
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New Werk Stock Exchange 










e 
Rails 
1935 1936 1937 Last Div'd 
Sale $ Per 
A High Low High Low High Low 10/13/37 Share 
Ny ey a ae 60 353%, 8814 59 9435/4 423%, 46% {2.00 
Atlantic Coast Line..............265- 37% 19% 49 21% 55% 28% 28% 
Baltimore & Ohio................2.4 8 71 261 15% 4014 125 a Oe 
Bangor & Aroostook..............+++ 49%, seh 4 45 Be 34 2.50 
OS ee 133 8 16 10% 17} 8 8 wieies 
Chesapeake & Ohio.................- 53 % a1 717%, = =51 ° 68 37% ash *2.80 
Chicago Gt. Western Pfd.............. 5 1 14 4 1814 5 5 see 
C. M. & St. Paul & Pacific............. 3 { 27 1% 3% 1 1% 
C. M, & St. Paul & Pacific Pfd.......... 4), ly 5 2 1% 2 2 
Chicago & North Wester............. 5% 1 4% 2% $7 2 o 
Chicago, Rock Is. & Pacific............ 2% (3 1h 3% 1% 1% 
D 
Delaware & Hudson.................. 4312 23% 543%, 363% 58% 1834 19 
Delaware, Lack. & West.............. 19% 11 23% 14% 241% 8th 8% 
E 
SBMS Soh GGaG co cab ssc iceuhao ses 14 ™T% 18% 11 235 8 8 
G 
Great Northern Pfd................-5 351% 9%, 46% 32%, 56% 32% 33% 
1 
OR aca congubaiueccs sock 22%, 912 291% 1852 38 115% 12% 
K 
Kansas City Southem................. 144 3% 8626 13 29 8 BY, 
e 
SUID Sicseisnccsencadicise sere 11% 5 22 8% 24% 1% 7% 
M 
Mo., Kansas & Texas................. 63; 21 95 5i% 9%, 23, 2% 
Mo., Kansas & Texas Pfd., A.......... 1614 A 33% 14% 345 101% 11% 
OE ee 3 1 4 2, 6%, 1% 1% 
Dies We NNN. 5. oo. . ee eeenccecs 293/, 12%/, 495 2794 551, 205 21% sees 
ea OSS OS Sree 9 6 . 53) 1754 72 id 25%, 2534 eee 
Fe SS eee 8% 254 61/2 3 3% 2% 2% wees 
Norfolk & Western...........0000000. 8 8 310% 210 2 198 8 10.00 
ON ee ee 25% 131% 364%, 23% 3652 14% 151% seee 
PEER cn vatsasckoccncosusasic 3214 17% 45 281, 501%, 23% 24% t.50 
R 
DP LAA See esessie bens 546s 4314 29% 503%, 351% 47 25 251% 2.00 
Ss 
NR. oon obo oben ca cun es % 35, 1% 4%, 1% 1% 
EE ere 251% 123% 471% 231% 6534 22% ne: “seas 
IIIT 5 cos pwned b Geass 1614 51% 26% 123%, 433% 133% 1444 
T 
PINES 65s 9e0A0555%550%0e0 5% 281 14 49 28 6514 421% 44 2.00 
U 
INET socwawarwansvassencase> 11114 82% 149%, 10814 148%, 95 96%, 6.00 
Ww 
Western Maryland................++- 101 5% 12% Bt, 11% 4%, 4%, 
RR ree 3% 114 4 1% 45, 114 1% 
Industrials and Miscellaneous 
1935 1936 1937 Last Div'd 
es erase ———_——_ ale $Per 
A High Low High Low High Low 10/13/37 Share 
I oi 66 0640 056602 snnenee ye ait os 8614 58 8014 % 60 *1.00 
rr re 201g 1314 17% 13 15%, 914 1014 *,60 
OE” eee 32 21 403/g 26% 45% 201% 21 {1.20 
Allied Chemical & Dye.............. 173 125 45 157 258\ 69 171 .00 
een in wuts oes +0 days i 9 314 2014 63/4 21% 1014 10% *,20 
Alllis Chalmers Mfg...........---+++- 33% 12 81 3534 8314 4314 45% {2.00 
Alpha Portland Cement... «. 22%, 14 3414 19%, 39%, 14 14 1.00 
ea eee 80 48%Q 12514 75 11444 6714 72%, 2.00 
Amer. Agric. Chemical (Del. .. 57% 4114 89 49 10114 65 66 $6.50 
American Bank Note..............--- 47132 13% 551 36 41342 14%, 15 .75 
Amer. Brake Shoe & Fdy............. 421 21 70% 40 80%, 42 45% {2.00 
RIE once 650.5 645 oan ane 149% 110 137% 110 121 90% 93 *4,00 
Pe eG ooo 500 0.060 8 500.9055 33% 10 6014 30 71 223%, 23 $.25 
American & Foreign Power............ 9% 2 9%, 6% 13% 3% 3% Aces 
Amer. Power & Light............-.-- 9% 1% 14% 7% 161% 5% 5% ew 
Amer. Radiator & S.S............--+- 251 10% 273 183, 2914 11% 12 .60 
Amer. Rolling Mill. ................. 32%, 1534 37 23%, 45% 25 26 2.00 
Amer. Smelting & Refining............ 64% 31% 103 563%, 10534 red 59 14.00 
Amer. Steel Foundries.............-.- 25% 12 64 20'% 13% 27% 30% {1.50 
Amer. Sugar Refining...............-. 701 501 6352 48, 56% 31} 32 2.00 
ee err 1601 98%, 190% 149% 187 15114 154% 9.00 
eR re 107 744%, 104 4 99% 10% 3 5.00 
Amer. Water Works & Elec........... 22%, 7 2734 191 2914 1114 11% t.60 
Amer. Woolen Pfd...............5+5 68%, 3514 70%, 52%, 79 39 40 tt3.00 
Anaconda Copper Mining . 30 8 55 28 6914 30% 32 $1.25 
Armour Co. of I 6% 3% 7 4%, 13% 7 ™ i.55 
Atlantic Refining. 28 2014 35% 26% 37 201% 201 1.00 
ea ree 4514 15 54% 265 36% 8 8 ~~ 
yn = wg ne “% % +m tt %4 ™% 4 :. 
B 
DS ehbas sn absosbe sehen se 221 11 381 BH 16) 3% 1.95 
ED sno sc nvcsebee een knetes 14 5 28) 1414 35 145%, 15 1.00 
Beatrice Creamery............--0-e005 201% 14 28 18 28% 17 174 *1.00 
Bendix Aviation.............++-++e++ 24) 11% 32 2156 30) 1214 13) 1.75 
DEEN MAD, aacccceccdvecscceoscsescee 57 34 72 48 62% 4314 43 *2.50 
Bethlehem Steel..........-----0-eeee 52 21% 17%, 45% 105% 55% 59% 2.50 
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1935 1936 1937 fast 
B High Low High Low High Low 10/13/37 
Boeing Airplane..................+05 224 6% 37 167; 49%, 36 
eo ere 27% 21 32 255%, 28 20%4 20% 
eee err =e vous 5 34 
. wey  siceankhassé<cietawe 171, a 187 121 23% i! 1114 
SS ee ee ee 55 24) 64 43% 59 28% 29 
soe ame PRERDTRE a ee ae 46% 361 5814 40 is 53 95, 13 
MOMMEEEMEDGiclsicnctccnss sésicaccsvse 8h 44, 21%, 8% 25%, 9% 9% 
LS eae eaee 9% 3% 15% %, 14% 5 5% 
Spee BON. CA. GAD... 2... ec ence 20% 11% 29% 164% 33% 11 11 
c 
ee) eer 7, 21 16} 6 201 71% 8} 
Canada Dry Ginger Ale.............- 17 A 8 30% 103 38 1214 13% 
TIN cao base's 0.046 08 be ve 11114 453%, 186 92 191 108 111 
Caterpiilar OR rere con Se 36} 91 54 100 661% 67 
eee 35 19 32% 21% 411 223%, 23% 
Cerro de Pasco Copper............... 65 38 74 47%, 86 49 521% 
CRSORRDEND TCOID. ooocccecscccceceses 61% 36 100 59 68 37% 38} 
SRN Soa .c5.c5 coN ies 00s vv oss 00 93% 31 138%, 854% 135% 8 8034 
SS eee rere 3 721 34 84 170) 119%, 120% 
COMIN TIED soos ccdeccceccacece 1011 67 136) 94 125 8 88 
oe er rere 15% 3 23 14 20 Hh, 8, 
eS Le ee eee 58 394 84 44 691% 44%, 46 
PED oa oo Seccctscocveses 72 5614 91%, 55 8014 414 48 
Commercial Solvents. . 7 ee 23% 16} 24 1444 21%4 9 9 
Scleeitecas 3 ls 51 2, 4) 1% 1% 
Comolideted Edison 3g 34%, 1 sit 48 27% 49 2534 27 
Oe ae .. 19% 61 171 114 17 10 10% 
Container Corp....... .. 233 22 26% 15 37 1614 16} 
Continental Baking, A o. 4) ja 4 1 37% 10% 111 
Continental Can... 9914 625%, 8714 63% 6914 48%, 50% 
cL rere 35 15% 44% 281 49 «30%, 31% 
Corn Products Refining. .............. 78 8214 63% 71% 5444 59% 
occ eb eb eaekhaceeee 27 7 501 24 56) 27 =e 
COMERS DON 500 555sccceceses cs 48 234% 91% 43% 100 37 38% 
OT SE rere a 2 9% 4 8 3 34 
ee ae 121% 6% 21% 3% 23% 1214 13 
EINES csicdsinsce ns adscacnace 47 6 83%, 43%, 90% 50 50 
Deere & Co 22% 1083/4, 52 14314 91 1 
Distillers Corp. Seagrams. 381 13 h 34% 1814 29 13 135% 
Dome Mines....... ‘ .. 44 34% et? 41} 51 36%4 41 
Douglas Aircraft... . voce! an 17} 82%, 50%. 717%, 32 394, 
Du Pont de Nemours................- 146‘ 8672 844%, 133 180% 126 128 h 
E 
PAI OUI sg 00 ccc sss cvdccwsses 172%, 1101 5 156 198 151 159 
eS rere 38% = 19 Ft, 30% 451 234%, 25 
Evec, POWET BR LIGM...ccscecccesvecce 7% 114 25% 63% 2658 1112 113% 
Endicott Johnson Corp..............+- 66 5234 69 5314 40 
Fairbanks, Morse. . buisbtewes costo Can 17 71% 34% 717 32 34 
Firestone Tire & Rubber............... 251 131 36 A 24% 41 221 23% 
First National Stores...............00 58% aa 58% 40 521%, 35 35% 
PE 6 a.5 6550's 9 f0's.0cereaieee 30 “Oy 45 24, 54) 18 1914 
PUREE Iso cicis'e sn 's:010 0010.0 45,005 3054 17h 355% 2312 32 2314 2314 
G 
SINE cian eaaacaewion 48) 32 76 42, 86) 41% 41% 
5 serettexes) Mae 7 20 10%, 191 8 8 
- 40 2012 55 34) 64 38%, 40 
6 37 % 30 4g 33 an 301%4 3114 
72) 597 70% 58 65 53 53 
59 26% #77 53% 701 40% 42% 
SSRs badd sabes 41% 15 57 321% 65 23 2412 
rer ne 34 ly, 4h 2 5%, 1% 1% 
EE OO ee Oe rH 16%, 71 3314 70%, 27% 29 
Cuuiebiniiiecls ac'eleie's' 0.06¥es 0 9's016 49) 23 5514 391 5712 29 29% 
. (B. F. 42 71k 34 13 50) 195 21 
Tire & Rubber.............. 26% 15% 31% 21% 47 23% 2414 
H 
Heckers Products.............0.000005 22 14% 213 12% 15% 8} 8 
RN woe. Ck cios scb05000% 112 137; Fg 17% 1% 8 
Hedeun OAslat Gat..........00.000000 1h 64 We 134 234 8 8% 
i 
URAL RAYON, occ cies cccccvcesess 363 23) 41 25%, 47% 244, 2% 
ae OS ee rer 8 2) 24%, 6) 33) 121% 12% 
Interborough Rapid Transit sos oe 834 18% 10 te 13%, 4 412 
Inter. Business Machines. ............. a 149%, 194 160 189 134 136 
SN IN aio do 0 <i 8's 0.0:0:0860 v0 65 34) 105) sof 120 80 81 
ES a5 souk oe hcinaahows os 41% 22% 66 43% 73 44 465, 
SE NIN ie cx caicinossceu ss 0sancc 14 5% 1914 1114 15 53%, 6% 
A ae ee 9914 38% 152 88 155 847%, 86%, 
Kennecott Copper..................- 303% 13% 63% 28% 6934 3644 385% 
L 
RE Saigo kD, ube od 6A i645 281 213 26% 15% 24 151 16 
SEG ee ee 95 67% 123% 89 431% 28 29 
Libbey-Owens-Ford.............0000. 491, «2 80% 47% 79 «47 49 
Liggett & Myers Tob., B ose S22 933% 116) 97%, 114 86 861 
Loew's, Inc....... 55% 31% 671 43 87% 6214 63% 
Lone Star Cement. . 36% 22% 61 te 3512 7514 3414 34%, 
he eer 261% 18% 26) 211% 28% 17 7 
M 
ree pot eis cece cata ta PTET Sve Teri rele wee 30% 1854 491, 273 6214 25 25 
EDL wins dpe i0ia)t 004s e100 s'9 57% 304 6514 40} 58%, 34% 34) 
rea Fieil Be capedeicwaesabwes 14% 6% 25% 1114 30 3 135% 
WIT NENII, cscs viccccesvcccceses sass cts 64) 44 74 31) 31} 
Heese SR es icicaec<islcslenewaie 337; 23 42 271 413%, 26%, 26 
Meclntyre Procupine.................. 45 +4 33% 49 338 42% 32%, 35% 
McKeesport Tin Plate..............5- 131 et 1181 83) 42) 24%; 24) 
emenen NS odiad6'60's <a nwees io 5 14%, 8 16 9% 10% 
PRU NONEIDS 6 Seco ss ic cicecéseoeeevnes 42 24ih 65 40 Se 72%, 45 45 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


Div'd 
$ Per 
Share 
1.60 
2.00 
$2.50 
tas 


$1.10 


2.00 
t2.00 
$2.00 
4.50 
4.95 


8.00 
$2.20 
3.00 
*1.00 
2.00 
2.50 
{1.00 
$1.50 
60 


$1.20 
2.00 
3.00 
$2.25 
1.00 
+2.00 
*2.00 


$1.00 
11.50 


*.60 


*6.00 
*2.50 
= s 
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a Greater Service to 


INVESTORS 


(Tee all precedents with the 
announcement of a Supervised 
Investment Service for $120 a 
year. In taking that forward 
step, we accepted a fact well 
known to every seasoned inves- 
tor: It is utterly impossible for 
anybody to supervise successful- 
ly all securities. That was why 
we focused our efforts on cer- 
tain issues which offered the real 
opportunities. 

The practical results of such 
concentration have been im- 
pressive. For example, in a test 
period covering 30 months, in- 
cluding the recent market drop, 
THE BABSON SUPERVISED 
LIST SHOWS A GAIN OF 
86% IN MARKET VALUE, 
WHILE THE DOW-JONES 
COMPOSITE AVERAGE AD- 
VANCED ONLY 57%. 

Based on five years of successful ex- 
perience, we have extended our super- 
vision to a somewhat larger list of 
securities. This means an even more 
comprehensive service to you as an 
investor. 

To increase and protect your income 
and profits is the purpose of Babson’s 
Reports. In the thirty-four years this 
organization has been serving investors, 
improvements have been continuous. 
Clients have benefitted steadily. 

Today’s enlarged Supervised Service 
constitutes still another forward stride. 
Let us show you how it fits your per- 





of investment worries and burdens 


For full particulars 
Write 


| Babson’s Reports 


Babson Park, Massachusetts 


| Without charge or obligation send 
bulletin of full particulars of new service 
| for Investors showing how it fits into 
l my personal needs. 


! ee Dept. 45-77 eee teen eens 


Five years ago, Babson’s Reports) 


of in needs and how it can relieve - J 























Odd Lots—100 Share Lots 


Small accounts receive the same cour- 
teous and painstaking attention as large 
accounts. 

Ten shares and more carried on conser- 
vative marginal basis. 

One share and more bought for cash. 


Your Inquiries Invited 
Ask for M.W. 806 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 
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STOCKS—BONDS 
COMMODITIES 


Folder “M’ explaining margin require- 
ments, commission charges and_ trading 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Go. 


aeber New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 














POINTS ON TRADING 
and other valuable information for investors 
and traders in our helpful boooklet. Copy 
free on request. Ask for Booklet MG6 
Acceunts carried on conservative margin. 


(isHoim & (HAPMAN 
Established 1907 





Members New York Stock Exchange 
52 Broadway New Yor 











LOEW’S INCORPORATED 
‘““THEATRES EVERY WHERE”’ 
October 18th, 1937. 


T= Board of Directors on October 14th, 
1937 declared a quarterly dividend of 
$1.62% per share on the outstanding $6.50 
Cumulative Preferred Stock of this Com- 
pany, payable on the 15th day of November, 
1937 to stockholders of record at the close of 
business on the 29th day of October 1937. 
Checks will be mailed. 

DAVID BERNSTEIN 

Vice-President & Treasurer 











CONTINENTALCANCOMPANY Inc. 
A regular quarterly dividend 

of seventy-five cents (75¢) per 

share on the common stock of 

this Company has been declared 

payable November 15, 1937, to 
stockholders of record at the 

close of business October 25, 1937. Books will 


motclose. J 8 JEFFRELS, JR., Treasurer. 











PROOF- 


9,000 Times a Month! 


Advertising Executives need not 
speculate on the responsiveness 
of The Magazine of Wall Street 
readers. 

For, in each of the past months, 
an average of 9,000 readers have 
written us personal letters re- 
questing our advice on securities, 
ocrporation management, indus- 
trial prospects; recommendation 
of brokers to handle their busi- 
ness. 

Here is positive proof, 9,000 times 
over, that our advertising pages 
do reach responsive persons of 
means. 

A class market; a national mar- 
ket; an active market is provided 
for you. For further information, 
write us today. 


The Magazine of 
Wall Street 


and Business Analyst 
90 Broad Street New York, N. Y. 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 
































1935 1936 
M High Low High Low 
Minn. Honeywell................... : 8 3 Sane 12 65 
Minn. Moline Power................. 7¥2 3% 1234 6% 
Monsanto Chemical.................. 943, 55 103 79 
See EY ree 40%, 213% 68 35% 
ot, seep boueac 2134 we, 223%, 4 
221/, 3834 28%, 
i 32% 211, 
oe 21 
23% 33 257; 
oe a: 
‘e ‘e ‘g 
403 78 571% 
18} 83 321% 
ys. 2 
35 3 
2 14% rte 
Ohio Oil . V, 1/, V 
BE Cue hake osu 646 <bNa ee esa 1444 9% 18 121% 
SINE Sade biwe cddgessscceue case 17% 4% 20%, 12% 
P 
Pacific Gas & Electric .. 31% 131% 41 30%, 
Packard Motor Car............... -. 7% 3% 13% 6% 
Paramount Pictures............. + ae 8 25 7% 
EDC. oc cess b66's0e eS e'e0ibe 843, 57%, 112% 69 
NE os oc :cinid sy énn 0.0.0.8 0h 0000 281, 1234 563% 2552 
oI ae ee eee 13%, 52% 3814 
Procter & Gamble. ................05 53%, 423, 56 40% 
Public Service of N. J... «1.2.0... 0e0e 463, 203, 50%; 39 
PRON As = co sieves ninieis a's cab tinea 52% 29%; 69% 36% 
DEL (Men cs 5 chee hss ssbekcms a 17 5 Ye 24% 16 
R 
Radio Corp. of America. ............. 13% 4 14, 9%, 
Radio-Keith-Orpheum. <o 1% 10%, 5 
Remin oes Ses .. 20% 7 25 17% 
ra ee 2034 9 29% 16 i, 
Reynolds (R. “. SE ey eee 58%, 431% 601 50 
s 
EN OPTUS E LT TCT TT 46 3154 497/28 27 
Schenley Distillers................... 56% 22 55% 37% 
0 Fae eee 6942 31 101%, 59%, 
MeEEIES. ...c....2000s. 12% | 1h 19% 413 
SS a es os aren 16% 52 281, 143%, 
Socony-Vacuum Corp.............+.- 1534 10% 171 121% 
Spiegel, Inc........ -. 84 43% 114) 63 
Standard Brands... . 19% 121% 181/, 143% 
Standard Gas & Elec. . an oe 9% 5% 
Standard Oil of Calif................. 41% 27%, 4772 35 
Standard Oil of ind... ......2cc2cc2 334 93 48% 32% 
i Le 2 Se es ae 5234 3534 51% 
NDS 69.05 -s0.d:0's boos oes 18% 6% 24% 16%; 
ae ree 15% Hi 30) 14 i, 
EAE 50 c00kheacnnbdaulodcn I 2% 15% 91% 
RS rarer een 77 60% 91 70 
T 
Texas Corp 16% 55% 28% 
Texas Gulf Sulphur.... 283, 445, 33 
Texas Pacific Coal & O 3% 15% 7% 
Tide Water Assoc. Oil.. 778 21%, 14%, 
Timken Detroit Axle.... 4 27% 121% 
Timken Roller Bearing. ...... 283 74) 56 
Twentieth Century-Fox................ 13 38% 221% 
U 
Underwood-Elliott-Fisher.............. 8714 53% 102% 745 
Union Carbide & Carbon.............. 715% 44 105% 71% 
Union Oil of cal Sy eee eee 143%, 28) 203%, 
| Sa 30% 9% 3254 20% 
United —- CChb choke atesbeshanked 8 963, 68 
United Corp. . Ts 114 9% 53% 
United Fruit 923, 601% 87 sen 
United Gas _ 181 9% 19% 141, 
Se eee - 40% 125% 80) 
U.S. Industrial Alcohol. .... ... 50% 351 59 3114 
U.S. as A ee ee 2275/2 14%, 63% 211 
oo ree eee 174% 9'% 4973/5 16%, 
U. s. oe al Ref. & Mining......... 1241 913%, 103% 72%, 
. Ne le ak bake h ules’ ee 50% 271% 719% 4634 
BR ea nih hice sneeu ee 11914 73% 154%, 115% 
Uiiitics ‘Pw. LA Si re er 4%, 1 7 3% 
Vv 
II Soo kus as Guns as oueseex 21%, 1114 305 161% 
Ww 
NER onc aces cc 005500000 eas cae 123; 514 
Warner Brothers Pictures.............. 1034 2, 183, 9%, 
Western Union Tel................... 171% 20% 96) 721% 
Westinghouse Air Brake......... .. 35% 18 50% 34%, 
Westinghouse Elec. & Mfg..... .. 98%, 325%, 15314 941 
i are .. 9% 3% 11 672 
IID isd sks cus a occ 0.9 4 -. 65% 51 71 444, 
Worthington Pump & Mach .. 25% 113%, 36%, 23%, 
Y 
Yellow Tr. & Coach, B................ 9%, 258 2314 8%, 
Youngstown Sh. & Tube.............. 41'f2 13 8734 41%, 
Z 
RO. boss 3 oeuessssencevses 14%, 1% 4244 111 


* Not including extras. {Paid this year. 


t Cash or stock. 


1937 
High Low 
120 75 
161 7% 
10742 85 
69 39% 
20%, 6% 
245 124% 
33% 20% 
38% 21%4 
261/g 15% 
35 24, 
44 283%, 
14%, 6% 
99% 65 
98% 39 
41%, 1612 
34% 1714 
173 7 


1261 
4h 
39% 


18%, 
18 
8314 
5734, 
16772 
12%, 
65% 
47 


37% 
101% 


43%, 


22% 


Last 
ale 
10/13/37 


113%, 
48, 


2414 


Div'd 


$ 
Share 
3.00 


$1.50 
¥2.00 


4.00 


$2.00 


tt Accumulated dividend paid or declared this year. 
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Answers to Inquiries 





(Continued from page 46) 


any great increase in profit margins, 
but progress being made in the 
more profitable ice cream and cheese 
divisions and the generally favor- 
able longer term prospects for vol- 
ume sales suggests a gradual up- 
trend in earnings. 





Youngstown Sheet & Tube Co. 


I am holding 150 shares of Youngstown 
Sheet & Tube bought in 1935. I am of the 
opinion that it will participate in any im- 
proved demand for steel; however, I fear 
labor unrest and rising costs. Your informa- 
tion on the advisability of holding will be 
appreciated —N. K., Washington, D. C. 


In considering the position of 
Youngstown Sheet & Tube shares, 
we must arrive at one of two pos- 
sible conclusions; either that drastic 
curtailment of Government con- 
struction, together with a _prohibi- 
tive rise in wages and materials will 
reverse the strong uptrend in earn- 
ing power of the steel companies; 
or that Government projects and 
privately financed enterprise will 
furnish the incentive for further in- 
creases in sales, and that control of 
operating costs and expenses will 
allow a fair profit margin. Barring 
developments which would alter the 
prospect, we incline to the last 
stated point of view, and find the 
shares attractively priced on a 
speculative basis at current levels. 
Share earnings justify current quo- 
tations. On the 1,384,700 shares of 
stock outstanding share earnings 
slightly over $7 were recorded in 
1936. A net profit of about $6,900,- 
000 was derived from operations in 
the first six months of 1937, up sub- 
stantially over the $4,485,000 for 
the corresponding period in 1936, 
even though the first half of the 
later year included the period dur- 
ing which the strike occurred. Lev- 
erage in capital structure and in 
unit operating costs is an important 
consideration in this situation. An 
example of its importance is seen in 
a comparison of the 1935 and 1936 
earning’s report. Although the gain 
in sales in 1936 over the preceding 
year was only 42%, earnings in- 
creased six times. While earlier 
estimates of 1937 earnings may be 
revised downward to some extent, 
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A NEW PLUS IN LUXURY ATA 






NEW MINUS IN PRICE 


fore 


L988 Sleedebaker 


PRESIDENT EIGHT 





This brilliant new 1938 Studebaker 
President Eight definitely takes the 
surtax off fine car luxury. It makes it 
unnecessary to pay more in order to 
get more than an ordinary car gives. 
e It’s the lowest priced President 
Eight in Studebaker history... and 
the finest! e Completely new in every 
vigorous flowing line, it has the clean- 
cut rhythmical simplicity of modern 
skyscraper architecture . . . and steel- 
reinforced-by-steel safety and strength! 
e Its interiors are exceptionally wide 
...and exceptionally luxuriously ap- 
pointed! e Its Independent Planar 
Wheel Suspension and finest hydraulic 
shock absorbers giveit the unforgettable 





ee ee Ree ar et aes ee Pergo 
SEE I a as SS ag oe 


comfort of the Studebaker Miracle 
Ride! e It offers the Studebaker Miracle 
Shift—of special appeal to women—and 
the Studebaker Gas-Saving Automatic 
Overdrive at small additional cost. And 
it includes such advancements as 
Studebaker’s Automatic Hill Holder, 
Studebaker’s Non-Slam Safety Door 
Latches and Safety Glass All Around 
at no extra cost. e It is built with the 
care and painstaking that make Stude- 
baker craftsmanship the envy and the 
marvel of the automobile world. And 
its low price may be conveniently paid 
out of income through the Studebaker 
C.LT. budget plan. The Studebaker 
Corporation, South Bend, Ind. 


ie 
ee) 








we still feel that they will be quite 
sufficient to entitle the shares to a 
good market following so long as 
the outlook continues favorable and 
price levels for the shares reflect 
reasonable earning’s estimates. 





Westinghouse Electric & Mfg. Co. 


Do you consider Westinghouse Electric a 
bargain now? What do you think of its 
near and long term possibilities? My broker 
tells me that it can point to the best first- 
half profits since 1929, this year—A. L., 
Detroit, Mich. 


Few enterprises are more sensitive 
to fundamental changes in public 
prosperity than are the electrical 
equipment companies, and of these 
probably Westinghouse is preferable 
purely as an index, because the na- 
ture of the company’s capital struc- 
ture is responsible for wider variation 
in per-share earnings. If therefore, 
one is able to find a basis for opti- 
mism in a survey of future pros- 
pects, then it follows almost inev- 
itably that earnings of Westinghouse 
will continue strongly to trend up- 
ward and that the shares will con- 
tinue to be in demand at rising price 
levels. It is not an unreasonable 
prospect, although not of course in- 
evitable. If, therefore, you are will- 
ing to assuree a degree of uncer- 
tainty and consequent risk, such an 
issue as Westinghouse offers an ex- 
cellent speculative medium. West- 
inghouse is one of the oldest in its 
field, is soundly established in all 
branches, and is in a position to 
draw business from further revival 
in demand for its industrial appa- 
ratus, heavy generating equipment 
sales to the utility industry, and 
sales of electrical household appli- 
ances of all sorts. Westinghouse 
numbers among its production ac- 
tivities over 3,000 items, mechani- 
cal and electrical, and most certain- 
ly should be accorded an important 
place in the economic fabric over 
the entire nation. 





Cerro de Pasco Copper Corp. 


I have a substantial loss in 50 shares of 
Cerro de Pasco bought at around this year’s 
high. I am wondering if it is advisable to 
continue holding this stock until it returns 
to former levels or whether a switch is indi- 
cated. What is your opinion?—D. M., Seat- 
tle, Wash. 


The decline in copper prices in 
the world markets has naturally 


tended to depress the stock of 
Cerro de Pasco Copper Corp. We 
nevertheless do not feel that the 
shares should be sold here and 
anticipate that the issue will give 
a good account of itself in any 
sustained rally in the general list. 
Although copper prices currently 
are well below the high price estab- 
lished early this year, the average 
for the year as a whole should ex- 
ceed that for 1936. In that year 
this company was able to report 
earnings equal to $3.38 a share, 
despite a sharp decline in silver quo- 
tations. The principal mines of the 
company are located in Peru, recov- 
erable metals consisting, in addition 
to copper, of zinc, lead, silver and 
to a lesser extent gold. Metal re- 
serves are extensive and operating 
costs low. Capitalization of the 
company consists of 1,122,840 shares 
of capital stock and with a strong 
financial position, dividend expec- 
tations appear excellent, despite the 
generally lower copper price struc- 
ture now in evidence. We feel that 
the basic position of the industry 
justifies the expectation of a con- 
tinued good demand at prices which 
will allow the subject organization 
to operate profitably. 


U. S. Industrial Alcohol Co. 


I am considerably disturbed by the recent 
weakness in U. S. Industrial Alcohol. For- 
tunately, I acquired my stock at prices well 
under present levels, so I am not inclined to 
sell this stock unless its trend is definitely 
changed. Please advise me—D. F., Chi- 
cago, Ill. 


Earnings record of U. S. Indus- 
trial Aleohol Co. over a period of 
years has been featured by sharp 
fluctuations, quite apart from busi- 
ness conditions generally. Thus, 
losses were shown in three of the 
past seven years, including the gen- 
erally prosperous year 1936. Com- 
paring results in the years in which 
profits were recorded with those for 
1929 when per-share results of $12.63 
on the common stock were recorded, 
we find that the best earnings that 
the company has since been able to 
record were equal to $4.04 a share 
in 1934. Volume business, on the 
other hand, has shown steady prog- 
ress, the unsatisfactory earning’s 
performance being traceable directly 
to the keen competitive situation 
existing in the solvents business and 
the consequent instability of the 
price structure. There is basis for 





the belief, however, that U.S. Indus- 
trial Alcohol Co. has now reached 
a point from which better results 
may be registered, although any im- 
provement in net probably will be 
limited by the keen competition al- 
ready referred to and still an impor- 
tant factor in the trade. Prices have 
improved recently and the company 
has reduced costs. In this connec- 
tion the organization has spent some 
$2,000,000 over recent years in in- 
stalling new and more efficient plant 
equipment, and considerable prog- 
ress has been made in the introduc- 
tion of a new anti-freeze known as 
Super-Pyro. The company has nat- 
urally had to spend sizable sums in 
advertising that product, but in the 
event of a cold winter this year, 
sales should enable the company to 
report a very worthwhile profit on 
this division. The product retails 
at $1 a gallon and has decided ad- 
vantages over ordinary denatured 
alcohols. In the first half of the 
current year the company reported 
net income equal to 77 cents a 
share, against 23 cents for the like 
interval of 1936. Alcohol prices were 
advanced early in June and in the 
event that sale of anti-freeze prod- 
ucts this winter measures up to ex- 
pectations, results for the full year 
should be the best since 1935 when 
the equivalent of $2.16 a share was 
recorded. Financial condition of the 
organization is excellent. The com- 
pany’s investment in National Dis- 
tillers Products Corp. stock, amount- 
ing at the close of 1936 to 113,000 
shares, provides a degree of diversi- 
fication to the U. S. Industrial Alco- 
hol stockholder and this holding 
should continue to contribute lib- 
erally to earnings. Considering the 
indicated moderate change for the 
better in the company’s earnings 
picture, we feel that the stock at 
present prices should be held. 


Sears Roebuck & Co. 


I am considering placing $1,700 of avail- 
able funds in the common shares of some 
ably managed mail-order enterprise, now that 
agricultural income is so well restored. Would 
Sears Roebuck, for example, be a good timely 
buy? Or do you think present value fully re- 
flects future possibilitiesP—A. G., Jackson- 
ville, Fla. 


The operations of Sears Roebuck 
& Co. are national in scope—includ- 
ing both the retail and mail order 
divisions. About 60% of the busi- 
ness is normally handled by the re- 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office + 55 WALL STREET + New York 


Condensed Statement of Condition as of September 30, 1937 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 





ASSETS 
Cash -end Die from Ranks eid Tankers. on oo oso se ei ks a discs cccacse $ 549,266,058.47 
United States Government Obligations (Direct or Fully Guaranteed.......... 447,508,653.22 
Sere AOE TE org) 5 Sons a shea e Aree a ote: irae eye Bie 8 ais te Sie 0 5 Ea 102,580,484.93 
SCRE MEM SURE CI esd ic Shana s Sciehs <4 6 6 akwiale Mae pew e ewe 138,473,876.50 
Loans, Discounts and Bankers’ Acceptances. .... 0.0.0.2... ccce cece eceeees 686,474,187.06 
Customers’ Liability Account of Acceptances.............. 0.0000 e eee eee 20,053,443.78 
i Re I EES yas oe ere pic cis oo cis 6nd Sh dairies Bove ose S 3,652,500.00 
Ownership of International Banking Corporation....................0-0000- 8,000,000.00 
aa MEM DE ge Ray eg RR eh UR VEC eg MEd kre Fs 4,04 GcA TS ca aoare a ave wa 50,768,667.99 
ve Do AEN 8 SERIES Ee Seu res rene ier RN, fc ORES ei nn ae ee eS 4,739,896.44 
PS eyo tse he rane GUSTS en ia EN Eee a Si ee whe linc RS $2,011,517,768.39 
LIABILITIES 
MNONMN  caVEPS Ssh o pla hse 6 a's COE ES ORE ere Oe ki Rowe ie Sia $1,812,046,913.79 
Liability as Acceptor, Endorser or Maker on Acceptances and 
NIM Se scene a ae RFS e aos creel << ypehnaiialarauek Nia eine e wiareus et old o4ce acd andaa dlage $57,361,767.52 
Leas: Own Acceptances in Portfolio. .. 2.0.0.0... cc cceee 12,836,095.11 44,525,672.41 
RANE URED -o SMERIE ANSE RS EOURPUOTNES 55 5a io oo. aig. a dinla ole 404i 4S oie nw Oa oes be ebb aeh a oN 4,983,205.15 
Reserves for: 
Unearned Discount and Other Unearned Income..................200000: 4,922,853.44 
Interest, Taxes, Other Accrued Expenses, etc... 0.6.6. ccc cen ceccces 7,056,747.43 
ME MMMIMISE Sis slate tev giclee ewe vo Sie Os TR OER Oe Oho 6 BLOT 6 oR aes 1,550,000.00 
SP RMRDAN es tre aise IS ek 2 is iene nee Ghlaine oa eee cee elas $77,500,000.00 
Re ean a PS flo oe Cia we a RN a DI SNS yaa Gl 44,250,000.00 
Ne A CON oo a Nic caverns re Oe CRANE Se eRe eEE 14,682,376.17 136,432,376.17 
UMPEN ag eee yet eis AOE MOLE Ee ON ROTO ra oe $2,011,517,768.39 


Figures of Foreign Branches are as of September 25, 1937. 
Securities carried at $157,017,752.62 in the foregoing statement, consisting of $126,955,167.62 
of United States Government Obligations, $18,226,660.11 of State and Municipal Bonds, and 
$11,835,924.89 of Other Bonds and Securities, are deposited to secure $137,813,650.07 of Public 
and Trust Deposits, and for other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 





CITY BANK FARMERS 
TRUST COMPANY 


Head Office + 22 WILLIAM STREET + New York 
Condensed Statement of Condition as of September 30, 1937 





ASSETS 

ROSIN GRRE RIPE ENO TAL CBEMEUIER GS foo 5 3) ors. bcs OAL OR Bees alae eee ews le Bale wa be $ 29,594,087.85 
United States Government Obligations (Direct or Fully Guaranteed)........... 35,379,199.23 
Roberts AMA ONE ENTUR ERE IM EMCEE Soro dines So en ate 2c Smid Sp teliege via Go mal i nis sa ope wlege wa 7,046,852.38 
Other Bonds And Securities... vss ccc cei Keeani. BRAD pak Mat fod Re ae 15,118,417.85 
Ey ys ie Ee i Ring a ete ee Ee Pe Se ree 7,355,710.95 
Borer RENMEI (Re OROL UE PSGHRE Sofa. Sc) Soc ha ae od Sle Sewers Gas Bde ele ek MES 600,000.00 
RNR INI Sera Ws ce roe arc aime ove we wr ereraNa lity waisiale ie W N'Sinle Balaled 4,316,021.25 
RRR EN enue Ee SO Bae ic ey ND Ak ede alata as Bi Gl wleaith proba ceit eases et oot ‘ 2,336,349.73 

ee int tia eRe me es re, Ste ee ee $101,746,639.24 

LIABILITIES 

RIA CALS CoRR Rca eae ee a cele ae Ue Es Ry eC a Sera G SE $ 75.094,538.70 
ERIN et Rinne tone hat Acta ri tebe, St era NN 3 Gh eh ARE ML Oe ae oe aii Sie 2,388,519.49 
PESTER ed tt tgs eae PROMO IR dye seed cy Merge ie 8 ie Serie tree OA ere Te . 10,000,000.00 
RM PM EA EORTRN rg oc 60628 iallivhy server bp Shaye eae aeuSroe Nee are aes a avg or a SoA earn nate eS 10,000,000.00 
PREETI IERRNR hoo Ge i Da one ae a eR eS 5 rr tehg g eit Pat hy naar ees 4,263,581.05 

BRS ER on Repeat es RENEE Ur a Tay ee Me RPE SEAR Sea Y Sn Oe $101,746,639.24 





Securities carried at $1,516,019.93 in the foregoing statement, consisting of $1,370,000.00 of 
U. S. Government Obligations and $146,019.93 of State and Municipal Bonds, are deposited 
with public authorities for purposes required by law. 


(Member Federal Deposit Insurance Corporation) 
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tail division and the remaining 40% 
by the mail order outlets. Any ex- 
pansion in the income of industrial 
labor and rural producers is readily 
reflected in the sales and earnings 
of the company. Over a period of 
years, the earning power of the or- 
ganization has been impressive. 
Even during the lean years a deficit 
was incurred only in one year, that 
ended January 28, 1933. No divi- 
dends were paid in the fiscal years 
ended January 29, 1934 and 1935. 
Earnings for the twenty-four weeks 
ended July 16, 1937, were equiva- 
lent to $2.76 per share on 5,502,320 
shares of capital stock compared 
with $2.60 a share on 4,859,968 
shares in the like period a year pre- 
viously. In the four weeks ended 
October 8, sales exceeded those 
of the corresponding period in 1936 
by 8.7%. The management record 
of the company has been impressive 
and the current policies of empha- 
sizing the department store type of 
outlet in preference to the chain 
store type and featuring private 
brands, which are less vulnerable to 
price maintenance requirements, are 
evidences of this ability. Sales vol- 
ume is done largely on a cash basis, 
although about 20% is accounted 
for by installment sales on items 
such as refrigerators, furniture and 
farm implements. The working capi- 
tal position of the company con- 
tinues to be strong. In spite of 
increased inventories and_receiv- 
ables, no bank loans appeared on 
the balance sheet dated January 29, 
1937, and the cash position had im- 
proved. A decrease in rate of growth 
of sales as well as an increase in ex- 
penses is indicated. In the trade, 
however, this company is among 
the leaders in good times as well as 
bad. Funds placed in the shares 
of an enterprise of this kind at pre- 
vailing levels should provide a fair 
income return as well as possibili- 
ties of appreciation under more fa- 
vorable market conditions. 


International Nickel Co. of 
Canada, Ltd. 


In discussing the demand and price for 
copper with my broker, I was surprised to 
learn that International Nickel, which I had 
been watching, produced and sold three 
pounds of copper to every pound of nickel 
last year. Do you approve this contemplated 
purchase?—J. S., Baton Rouge, La. 


In 1929 net income had reached a 
figure approximating $22,000,000. 


Last year the net income was over 
$36,800,000 — an outstanding 
achievement considering the depres- 
sion years between. 

Copper is a factor of importance 
without doubt, for while as you have 
noted, physical volume of copper 
sold about trebled that of nickel, 
the part of the net earnings attrib- 
utable to copper sales is not in the 
same ratio. The company is unique 
in its control of approximately 85% 
of the nickel production of the world, 
and by virtue of that control the 
nickel market enjoys an exceptional 
price stability. Platinum and other 
precious metals while not of primary 
importance, are a profitable depart- 
ment of operation and are, like 
Nickel’s other interests, enjoying an 
iucrease in demand. The company 
has rich ore reserves, no funded 
debt and a strong financial status. 
These three factors alone are of 
importance in permitting the com- 
pany’s shares to enjoy widespread 
popularity among discerning security 
buyers. Perhaps it need not be em- 
phasized, but there are at this time, 
a large number of people interested 
in protecting their funds in so far 
as is reasonably possible, against di- 
lution which would result from in- 
flationary developments. They find, 
in Nickel, qualities that have a 
strong appeal. In view of these un- 
usual qualifications, it is not sur- 
prising that, judged on the basis of 
earnings ratio to market price, the 
shares of this company command a 
premium. We think, however, that 
the premium is fully justified and 
that there is also justification for 
an optimistic attitude toward the 
issue. We would approve your pro- 
gram which involves acquisition of 
these shares at existing price levels. 





Do Business Indexes Tell the 
Truth? 





(Continued from page 29) 


sented by the growth of the various 
non-manufacturing and non-agricul- 
tural activities. The business activ- 
ity involved in the constant ser- 
vicing of some 28,000,000 motor 
vehicles in regular use is certainly 
comparable to that involved in the 
yearly production of new automo- 
biles, but does not find direct re- 
flection in any production index. 


Neither railroad car loadings nor in- 
dexes of industrial production reflect 
the huge sum that the public spends 
annually in going to the movies or 
in other amusements and recrea- 
tions, or what it spends in barber 
and beauty shops, restaurants, ho- 
tels, etc. 

This is not a criticism of the busi- 
ness indexes. Accurate and frequent 
data that directly covers the service 
trades is simply not available. 
Nevertheless if an index is otherwise 
properly constructed it is probably 
safe to assume that it shows some- 
what less economic progress than 
we have actually made from decade 
to decade. Toe Macazine or WALL 
Srreet index is a simple and fair 
compromise. It is adjusted for sea- 
sonal variation and _ population 
growth, and adjustment for price 
changes makes it tantamount to an 
index of the physical volume of pro- 
duction and trade. Inclusion of 
both check payments and money 
in circulation—each eliminated from 
some other indexes—gives consid- 
erable reflection of service activities 
that would not otherwise be repre- 
sented adequately; and since all 
components in this index—the 
others being automobile production, 
bituminous coal production, steel 
ingot rate, electric power output, 
carl loadings, lumber shipments and 
cotton cloth production—are given 
the same weighting, the effect is to 
give more prominence to the all-in- 
clusive indicator of check payments 
and money in circulation than is 
done in most indices which includes 
these two components or one of 
them. 

As is obvious, fluctuations in steel 
production are much more extreme 
and erratic than fluctuations in the 
sum total of economic activity. 
Hence an index giving relatively 
heavy weight to this one component 
will rise and decline faster than one 
giving it less weight. 

Any of the familiar business in- 
dexes is a useful tool for reference, 
but for full understanding of just 
what is shown the user should take 
care to inform himself of just what 
the index is trying to show. If he 
understands that the index is ad- 
justed for seasonal variation, but 
not for population growth, he will 
realize why it is much higher than 
a per capita index. That is why 
the Reserve Board’s index is usually 
some 15 or 17 points higher than 
that of THe Macazine or WALL 
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Courtesy Century Distilling Co. 


A new product of the chemical lab- 
oratory . a new manufacturing 
method bringing a new competitive 
advantage . . . a new whim on the 
part of the consumer . . . may change 
the course of a whole industry prac- 


tically overnight. 


It is The Magazine of Wall Street’s 
work to watch these developments 
... to interpret their effects on busi- 
ness and investment . .. for thou- 
sands of wide-awake businessmen and 


investors—everywhere. 


By regularly reading The Magazine 
of Wall Street you can keep abreast 
of every happening bearing on your 
prospects as a businessman and in- 


vestor . . . weeks and often months 


before their meaning is evident to the 


average man. 


Enjoy These Privileges— 


Whether you are actively interested 
in investing, or only occasionally buy 
or sell securities, regular reading of 
The Magazine of Wall Street will 
repay you many times over for the 
time you spend reading it. 


As a subscriber you enjoy the privi- 
leges of our Confidential Inquiry Ser- 
vice. No other organization has the 
facilities to duplicate this cooperation 
—the only stipulation is that inquiries 
be limited to not more than three listed 
stocks or bonds at a time in order to 
facilitate replies. This enables you to 
personalize the work of The Maga- 


Fill in and Mail This Coupon—Now 


Nothing Is 
As Constant 


As Change 


zine of Wall Street in accordance 
with your particular requirements— 
and, as in the case of many new sub- 
scribers holding securities about which 
they know but little, this department 
might quickly make or save you hun- 
dreds of thousands of dollars. 


A Valuable Book—Free 


Your subscription at this time will 
also bring you a valuable little book— 
“How to Profit Through a Knowl- 
edge of Brokerage House Technique,” 
free. In clear, easy language it tells 
you everything you need to know 
about buying and selling securities 
under today’s market regulations. We 
have but a limited quantity so urge 
you to act promptly if you want a 


copy. 









Consultation Privileges Through 
Personal Service Department 


Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts on 
listed stocks or bonds (as many as three each time 
and as often as you wish). 
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Stock 


Price Paid 





























The Magazine of Wall Street 
90 Broad Street, New York 


Enclosed find my remittance of $7.50 for which enter my subscription to 
THE MAGAZINE OF WALL STREET for one year—including free Per- 
sonal Inquiry Service—and send me “How to Profit Through a Knowl- 
edge of Brokerage House Technique.” 


Foreign postage $1 a year additional 
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Street. Full explanation of the 
manner of construction of any re- 
liable business index would require 
an article in itself, but such ex- 
planations have been published at 
one time or another by most pub- 
lications making use of indexes, and 
the careful student of business 
trends can easily obtain any needed 
information by writing for it. 





Philip Morris 





(Continued from page 37) 


Earnings over the past four years 
have matched the gain in sales. For 
the fiscal year ended March 31, 
1934, net income totaled $503,661. 
In: the following fiscal period net in- 
come was tripled and amounted to 
$1,556,565; net for the year ended 
March 31, 1936, totaled $2,408,105; 
and for the year ended last March 
net income was $3,573,617, after 
payment of a $144,447 tax on un- 
distributed profits. 

Applied to the 519,151 shares of 
capital stock, representing the com- 
pany’s total capitalization, earnings 
in the most recent fiscal period were 
equal to $6.88 a share, comparing 
with $5.80 a share for a smaller num- 
ber of shares in the 1936 fiscal year. 
The extent to which earnings have 
reflected the success of the Philip 
Morris brand may be gauged by 
comparison of recent earnings with 
those for the year ended March 81, 
1933, when net was equal to $1.01 
a share. 

With sales running 50 per cent 
ahead of last year, the company 
may well earn upwards of $10 a 
share in the current fiscal year. 
Dividends in the last fiscal year to- 
taled $5 a share and while the latest 
quarterly dividend was at the rate 
of 75 cents, it appears virtually cer- 
tain that the total payments this 
year will amount to at least $7 a 
share. 

All of which makes an industrial 
success story practically without a 
peer in recent years. In the mind 
of the wary investor, however, the 
question may logically arise as to 
how permanent the company’s suc- 
cess may prove to be. Such a ques- 
tion might be evoked for no other 
reason than the almost uniformly 
spectacular nature of the highlights 
in the ccmpany’s recent history, 
suggesting in turn the possibility 


that they may prove ultimately to 
have been the traditional “flash in 
the pan.” 

The answer is, of course, unpre- 
dictable. Any company whose suc- 
cess is dependent largely upon pub- 
lic preference for its products is 
vulnerable to competition. Paradox- 
ically, the greater its success, the 
greater are the chances that new 
competition will be attracted. The 
life of a popular cigarette is inde- 
terminate and among the lesser 
known brands the mortality rate 
has been pretty high. Ten or fifteen 
years ago there were brands which 
enjoyed a high degree of popularity, 
but which have since been with- 
drawn from the market, or rarely 
heard of today. Such brands as 
Hassan, Omar, Mecca, Sweet Capo- 
ral, Zira, Home Run, Murad and 
Lord Salisbury all had their heyday 
but are no longer among the best 
sellers. On the other hand, the four 
leading brands of cigarettes today 
have held their top ranking position 
for many years. Every so often the 
average smoker decides to change 
his brand, but when he does the 
chances are strong that he will 
switch to one of the other popular 
brands. As a result of this tendency 
and the varying effectiveness of ad- 
vertising, sales figures of the leading 
manufacturers rise and fall accord- 
ingly but not sufficient to seriously 
disturb their relative standing in 
the industry. Meanwhile cigarette 
consumption as a whole continues 
to make new high records. 

Not only must Philip Morris 
contend with the four leading 
brands but in its own field, a new 
brand Pall Mall, sponsored by the 
American Tobacco Co., is making a 
fairly strong bid for the favor of the 
smoking public. 

Like Philip Morris, this new brand 
is priced at 15 cents. It is a mild 
cigarette and it is also capitalizing 
on the fame of an old name formerly 
identified with an expensive ciga- 
rette. It is too soon, however, to 
gauge the effects of this new brand 
upon the sales of Philip Morris. 

Accepting the facts of Philip 
Morris’ record for what they are— 
evidence of an aggressive and skill- 
ful management, sound merchandis- 
ing technique and a popular prod- 
uct, combined to produce excellent 
financial results—one can only con- 
clude that on this basis the investor 
for less than $80 a share is getting 


pretty good value for his money, if 
he is seeking earning power and 
income. 

The company from this point on 
may not continue to record such 
spectacular gains in sales and earn- 
ings but any leveling-off seems like- 
ly to occur at a point which would 
still be very satisfactory from the 
standpoint of the common stock- 
holder. Moreover, sales and earn- 
ings are likely to be less sensitive 
to any recession in general business 
than in the case of companies not 
favored by the high degree of con- 
sumer stability characteristic of a 
popular cigarette. Although the 
Philip Morris brand has been the 
major factor in the company’s re- 
cent success, the company is not 
entirely dependent upon this single 
product. Other cigarette brands in- 
clude Marlboro, English Ovals, Paul 
Jones and Time, the latter a men- 
tholated cigarette. Also included 
are several popular brands of smok- 
ing tobacco such as Revelation and 
Barking Dog and sales of a new 
brand, Bond Street, have been 
showing encouraging gains. 

All in all, therefore, the shares of 
Philip Morris appear to embody 
those elements which should appeal 
to the more conservative purchaser 
of common stocks at this time. 





Columbian Carbon Co. 





(Continued from page 41) 


Hence, should there be a dwindling 
activity in tires, in the demand for 
printing inks and in the demand 
for paints, varnishes, and the like, 
one cannot logically expect continu- 
ing gains. Not that a serious busi- 
ness recession is expected—we mere- 
ly make the point that a company 
whose output finds its way into so 
many different fields must rise and 
fall with the general level of indus- 
trial activity. On the other hand, 
there are valid reasons for believing 
that carbon black is a product. still 
in the stage of dynamic growth and 
that this will cushion the effect of 
declines in business as a whole and 
have a tendency to make for new 
high records during a time of re- 
covery. Certainly Columbian Car- 
bon’s record during the past depres- 
sion and during the subsequent 
recovery movement bears this out. 
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THE INTERPRETATION OF 
FINANCIAL STATEMENTS 


Benjamin Graham & 


Spencer B. Meredith $1.00 


This compact little book will be of infinite 
use to every owner of stocks and bonds. Its 
purpose is to explain clearly and concisely 
how to read balance sheets and income 
accounts and so enable you to form your 
own judgment of a security. The authors 
have had a great deal of practical experience 
in investment firms and also in instructing 
courses in security analysis at the New York 
Stock Exchange Institute. Particularly use- 
ful for the non-professional investor is the 
glossary of nearly 300 definitions of gener- 
ally used financial terms, which makes up 
one-third of the book. 


The first section discusses separately each 
item on the financial statement and gives 
typical income accounts of public utility, 
industrial, and railroad companies, and the 
second shows how to use tables of ratios 
and gives a detailed example of this method. 
This is one book that should be on every- 
one’s shelf. 





THE ROMANCE OF 
REALITY 
Leonard E. Read $2.00 


Why do we have impoverishment in the 
midst of plenty, and what can we do about 
it? These are the questions answered by 
Mr. Read in his new and extremely interest- 
ing book. As manager of the Western Divi- 
sion of the U. S. Chamber of Commerce, he 
has had ample opportunity to observe and 
study this most important problem of our 
modern life. 


The author discusses analytically a whole 
series of our behaviors and practices as they 
relate to the creation or destruction of a 
wider spread wealth. More distribution of 
income, he holds, will remove the barrier 
between our unlimited natural resources and 
labor resources. He envisages the great mass 
market now lacking the purchasing power to 
enjoy our national wealth. It is a book 
worth serious consideration by all business- 
men and economists. 
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AMERICA FACES ITS 
GREATEST BUSINESS 
DEPRESSION 

William J. Baxter $1.50 


Although this book may seem a little too 
hopeless and pessimistic, in view of the 
general theory that we are recovering from 
our greatest depression and should be on 
our way to prosperity again, it presents 
many alarming facts that will cause you to 
stop and think. 


To a world still gullible enough to believe 
that government officials can successfully 
control markets and business, it shows that 
rapidly moving world forces, far beyond their 
control, govern the present situation. For 
the investor, industrialist and financial 
executive, it tells how this nation, prepared 
for an inflation boom, has made American 
business so vulnerable that it now faces 
the most serious crisis in its history, with 
widespread commercial failures inevitable. 





EASY MONEY 
Lionel D. Edie $2.00 


Although the author of this book was one 
of the first, in the early thirties, to advocate 
an easy money policy to relieve debtors, 
he now warns us that this policy carried 
to extreme is bound to bring great disaster. 
If the state has the power to perpetuate 
easy money, then the old fashioned weapons 
for curbing a boom are no longer available. 
Both the gold standard and an advance of 
discount rate have been discarded and the 





financial world is at a loss to know what 
substitutes can be used. Either the govern- 
ment will be unable to prevent tight money, 
in which case the public will suffer tre 
mendous losses on bonds, or it will restrain 
it too long. In the latter case there is danger 
that a boom will get out of bounds, and 
private finance will be blamed for the 
consequences. The reader is given signals 
which must be watched and studied during 
the coming years to guide his course of 
action in order to protect himself. 





WORLD FINANCE 
1935-1937 


Paul Einzig $3.00 


Following his earlier survey of the world’s 
financial evolution from the beginning of 
the World War to the spring of 1935, Dr. 
Einzig here discusses the crucial years of 
1935 and 1936. Using the example of 
France’s bitter experience during that 
period, he warns of similar disaster in other 
governments and deplores the lack of in- 
telligence of governments who keep on 
repeating their same mistakes over again. 
Dr. Einzig, who is foreign editor of The 
Financial News and The Banker, relates 
how one after the other, the governments 
have attempted to encourage confidence in 
its businessmen by stabilizing its currency. 
The next step that followed was the adop- 
tion of cheap money to stimulate trade. 
And finally came the policy of rearmament, 
which, from the economic point of view 
constitutes utter waste, and paves the way 
for drastic devaluation. 
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The dynamic aspects of carbon 
black are in large measure the dyna- 
mic aspects of rubber. Rubber is 
being used increasingly here, there 
and everywhere—in the home, in the 
factory, on the water and in the air. 
Not that carbon black enters into 
all rubber, but it adds toughness to 
enough of it to be counted a full 
participant in rubber’s rapidly wid- 
ening sphere of usefulness. 

The printing trades constitute an- 
other dynamic source of demand for 
carbon black. Whatever the reason 
may be, it is easily established that 
the emission of printed matter defi- 
nitely trends upwards. Books and 
pamphlets are put out in an ever- 
increasing deluge. Magazines are 
becoming bigger and better. News- 
papers grow bloated with advertise- 
ments, sandwiched between which it 
becomes more difficult every day to 
find the news for which the paper 
was bought primarily. Whether 
there is economic justification for 
cutting down forests to make the 
paper for some of today’s printed 
matter is not under discussion here 
—it is only that the more printing 
there is, the more business there is 
for a producer of carbon black. 

That the Columbian Carbon Co. 
intends to do what it can to stimu- 
late the use of its products is evi- 
dent from the company’s research 
activities. The last annual report 
pointed out that a new research 
laboratory would be - completed 
shortly in Brooklyn, New York. 
This is in addition to field labora- 
tories in Louisiana and Texas, lab- 
oratory and research facilities for 
iron oxides at Trenton, New Jersey, 
laboratory and research facilities for 
printing inks at Philadelphia, and 
the maintenance of a research fel- 
lowship for carbon black and print- 
ing ink at the Mellon Institute in 
Pittsburgh. All this lends consider- 
able assurance that the company 
will be well able to hold its own in 
the field. 

There is one final point: the possi- 
bility of growth in a business is, of 
course, very desirable, but it often 
happens that it can only be found 
in a company which is subject also 
to the possibility of a drastic decline 
in business. Although the long-term 
trend of Columbian Carbon’s sales 
of natural gas points decidedly up- 
wards, this phase of the business 
lends considerable stability to the 
hazards of carbon black production. 


If, therefore, we should be wrong 
and there should develop a more-or- 
less serious recession in trade and 
industry, the company is one which 
should tend to resist it. 





What Is Washington Going 
to Do About It? 





(Continued from page 12) 


nomic realities. It would be easy 
to name, off hand, a dozen such 
whose counsel would be valuable 
at Washington and whose status 
would command public respect— 
but the President disdains coun- 
sel from the business and financial 
world; and these is every indica- 
tion that he and a small coterie of 
inexperienced zealots will continue 
to call the tune and crack the whip. 
The possibilities of co-operation are 
not even explored. Coercion and 
threat remain the weapons. 

What did Mr. Roosevelt offer in 
his latest fireside speech? No word 
of badly needed tax revision. No 
reference to the most serious slump 
in stock and commodity prices since 
the 1929 crash. No mention of sag- 
ging business volume and profits. 
No recognition of the demonstrated 
fact that too fast raising of indus- 
trial wages—under union pressure 
with Administration support—has 
contributed to checking recovery, 
since such increases have not been 
accompanied by equivalent gain in 
productive efficiency and hence have 
had to be passed along to the con- 
sumer in the form of higher prices. 

Instead, he proposed more curbs, 
more restraints, more reforms. We 
must put pressure on prices by 
tightening the anti-trust laws; we 
must raise wages among the lowest- 
paid workers and shorten hours by 
legislative fiat. This was followed 
immediately by joyous war whoops 
from the clever young men of the 
current “Brain Trust.” They are 
going to show business men where 
to get off! They hint of “drastic 
proposals” under discussion to force 
down prices of automobiles, build- 
ing materials, etc. One stated that 
the “price situation” could be dealt 
with through use of the Federal tax- 
ing power. Another opined that 
what we need is Federal “yard- 
sticks” for manufacturing industry 
as well as for the utilities! 

If high wages and short hours in 


industry and high farm income con- 
stituted the whole secret of a sound 
prosperity, we should be having it 
now. The purchasing power of pay- 
rolls in manufacturing industry was 
back to the boom level in August 
and farm purchasing power is equal 
tc that of 1929—but the national 
income and the production of dur- 
able wealth remain in a depression 
zone. New capital financing is stag- 
nant, a huge volume of bank depos- 
its lies idle and vast investment 
funds seek refuge in tax-exempt 
bonds. 

Well, what can the Government 
do to halt the deflation and get re- 
covery going again? There are 
many things it could do. It could 
substantially modify the capital 
gains tax and the undistributed 
profits tax. It could revise the en- 
tire lop-sided Federal tax structure, 
placing chief reliance on a simple 
graduated income tax both corpo- 
rate and personal, and with a much 
increased number of individuals 
paying some tax. It could balance 
the budget by reducing emergency 
expenditures and subsidies. It could 
acknowledge that the test of drastic 
reaction in the stock market sug- 
gests that the various Federal curbs 
placed upon it may be less than 
perfect, and that revision of these 
rules and regulations will be prompt- 
ly taken under earnest considera- 
tion. It could concede that the 
Wagner Labor Act has proved too 
one-sided to serve its purpose of 
reducing industrial strife, that re- 
vision of it is in order and that in 
simple justice to industry and the 
consumer reasonable legal curbs 
should be placed on labor unions. It 
could recognize that in over-zeal- 
ously guarding against over-specula- 
tion it has gone to the extreme of 
bringing about an under-speculation 
equally incompatible with the needs 
of a capitalist system. 

Much more important than any 
of these, however, is the question of 
the direction that Roosevelt is tak- 
ing, and the related question of 
whether Congress will “go along.” 
It was the assumption of the busi- 
ness and financial world—and prob- 
ably of a majority of the public— 
that hasty and large scale interven- 
tion by the Government in 1933 and 
1934 was an emergency matter; and 
that eventually emergency Federal 
activities would be curtailed as re- 
covery was established. Indeed, this 
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Now in preparation ~ 


Special Quarterly Review Number 





HE November 15th issue of 

“Adjustable Stock Ratings” will 
examine all third-quarter earnings 
reported right up to the time of 
going to press. 


Timely comments will point out 
situations which should be avoided— 
and new opportunities for income 
and capital growth. 


Whether you want to keep a check 
on the securities you now hold—or if 
you want the latest available facts 
on the securities you may think of 
buying—Adjustable Stock Ratings 
can repay you its small subscription 
price many times over in a few days 
or weeks. 


IT TELLS YOU— 
What is the ticker symbol? What 
stock is represented by some un- 
familiar symbol? 
On what exchange is it listed? 
What is the outlook for the industry? 
—the company? 
What is its line of business? 
Is there a large funded debt out- 


standing? 


Are there a large number of shares 
outstanding ?—or just a small float- 
ing supply? 


What is the par value?—the divi- 


dend rate?—when is the dividend 
payable? 

What were the 1935 and 1936 
earnings? How do earnings for the 


last quarter compare with the earn- 





112 pages of clear, readable type 


—all the latest information 
found elsewhere only in statisti- 
cal works costing from $50 to 
$150 a year and more. 


ings for the same period last year? 


What are the 1936 and 1937 high 
and low prices? 


REVISED EACH MONTH 


These are the facts Adjustable Stock 
Ratings can give you every month 
on every one of the leading common 
and preferred stocks listed on the 
New York Stock and Curb Ex- 
changes and on leading bank and 
insurance _ issues. Furthermore, 
terse profit-pointing comments— 
based on intensive analyses, plus the 
technical position and investment 
outlook—leave you in no doubt as 
to the future for any of these issues. 


Adjustable Stock Ratings provides 
you with a comprehensive statistical 
handbook at a very small price as 
compared with costs running from 
$50 to $150 and more for a timely 


statistical service of its class and 
character. 


WHAT SUBSCRIBERS SAY 


“Every one should study this pub- 
lication before investing in stocks.” 
—F. M. O., St. Louis, Mo. 


“Candidly speaking, Adjustable 
Stock Ratings not only helps me 
financially, but puts me in touch 
with various industries in a way no 
other publication does."—E. D., 
La Grand, Ore. 


“In my work in an investment house, 
I find Adjustable Stock Ratings 
helpful a hundred and one times a 
day. It is the handiest and most 
easy to use of any work of its kind 
I have seen. ’—G. L., New York, 
Wf. 


ONLY $2.50 A YEAR 


You may check only Adjustable 
Stock Ratings on the coupon below. 
But, if you are not already a sub- 
scriber to The Magazine of Wall 
Street, we urge you to consider the 
combination offer made there. 


Not only can you take advantage of 
a considerable saving on The Maga- 
zine of Wall Street and Adjustable 
Stock Ratings—but your subscrip- 
tion now will give you the privilege 
of consulting our Personal Service 
Department on your investments— 
as many as three at a time, and as 
often as reasonably required. 
* 


SUBSCRIBE NOW! 





Foreign Subscriptions for Adjustable Stock Ratings only, same price as above. 
ing The Magazine of Wall Street add $1 for foreign postage (except in Canada and Pan-American countries). 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Enter my subscription to “ADJUSTABLE STOCK RATINGS" as checked 
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was the cardinal theory upon which 
New Deal “pump-priming” and debt 
expansion was based. Federal credit 
was to be used as a compensating 
balance wheel. 

The cold fact is that after nearly 
five years of “Government-plan- 
everything” the transition to private 
initiative is yet to be accomplished, 
the Administration remains deter- 
mined to make all the rules of the 
game and to change them at will or 
whim—and we muddle along in a 
fog of dense uncertainty. It could 
not be otherwise, for under the pres- 
ent order of things we have neither 
a free capitalistic system nor social- 
ism, but a hybrid and changing mix- 
ture of both. 

It is a safe bet that the Adminis- 

‘tration will make no fundamental 
choice any time soon. It will com- 
promise here and there. It will cer- 
tainly try some more “shots in the 
arm.” The American economy is 
still by far the strongest in the world 
and it will take more folly than we 
have yet seen to strangle it. Re- 
action will end, and there will prob- 
ably be more expansion in progress 
by the middle of 1938—but when it 
comes there will remain some big 
question marks tagged on it. We— 
and the world—have been topsy- 
turvy since 1914. Old landmarks 
are gone, our road is outlined on no 
map and the yearned-for goal of 
“normalcy” and stability is far out 
of sight. The politicians have the 
ball and will continue to call the 
plays—unless and until a majority 
of voters sees really big yardage be- 
ing lost. That also is not now in 
sight. 





Outlook for Leading 
Industries 





(Continued from page 21) 


any temporary industrial recession 
is also a factor to be taken into con- 
sideration in appraising probable 
levels for retail trade in coming 
months. Nevertheless, the relatively 
well sustained mass _ purchasing 
power indicated at present should 
enable merchandising companies to 
achieve a normal seasonal improve- 
ment in sales volume and earnings 
in the last three months. Mail 
order companies and chain stores 
and department stores with impor- 
tant outlets in farm sections are 


logically to be classified among the 
direct beneficiaries of the enlarged 
farm purchasing power, and conse- 
quently would appear to be rela- 
tively more attractive for invest- 
ment purposes at present than the 
food chains, with their inherent 
limitations of physical volume ex- 
pansion and the retail concerns 
specializing in higher priced quality 
merchandise. 

The trend for steady expansion 
in liquor and tobacco sales during 
recent years would not be expected 
to be checked by a temporary busi- 
ness set-back during the next six 
months. The earnings position of 
tobacco companies is somewhat com- 
promised, however, by the increased 
costs and heavier tax burden to be 
carried on already slim margins of 
profit. Lower prices on this year’s 
tobacco crop would relieve the cost 
problem of the manufacturers only 
slightly, since raw material costs 
are averaged from year to year. 
The foregoing does not apply to 
snuff manufacturers nor to those 
companies which have improved 
their competitive positions in the 
face of these circumstances. The 
investment potentialities of the 
liquor companies, however, are en- 
hanced by the better inventory 
position of the industry in regard to 
aged whiskey stocks and the fact 
that the extensive program of build- 
ing up stocks of aged whiskey, which 
has restricted earnings since Repeal, 
is now being rounded out by the 
larger concerns. This has been re- 
flected in recent betterment in the 
statistical position of the industry. 
Looking ahead into the early part 
of next year, earnings should then 
be augmented by the availability of 
the stocks of bottled-in-bond age. 
Heretofore, the supply of such 
grades has been sufficient to keep 
the leading brands of such quality 
in distributive channels only nom- 
inally. In the meantime, the sea- 
sonal factor is favorable for the 
liquor shares between now and the 
end of the year. 

The motion picture business is re- 
ported to have entered the current 
season from 5 to 20 per cent ahead 
of last year in the larger cities where 
data attendance and box office re- 
ceipts is available. In spite of un- 
certainties in other lines through the 
balance of the fall and winter, mo- 
tion picture exhibitors and _pro- 
ducers are expected to carry most 
of such gains through the season. 


Furthermore, admission prices have 
been increased both by the large 
chains as well as by independent 


exhibitors in many sections. The 
larger revenues from theatre opera- 
tion and from film rentals more than 
offset higher production costs. For- 
eign film rentals are reported to 
have been well sustained and this 
revenue, which normally represents 
from 25 to 30 per cent of total film 
rentals, is immune from any purely 
domestic business set-back in pros- 
pect. With the trend of earnings 
likely to continue upward in com- 
ing months, equities of the repre- 
sentative picture companies would 
have a logical inclusion in current 
investment selections. 

In the chemical industry, opera- 
tions conform so closely to the pre- 
vailing rate of general industrial 
activity that it is a reasonable as- 
sumption to expect the next six 
months’ operations in chemical 
plants to recede somewhat less than 
heavier manufacturing industries 
and somewhat more than activity in 
the consumers goods industries. 
Purely from the standpoint of over- 
all demand for chemical products, 
therefore, the outlook over the win- 
ter months is no better than average. 
Variations in profit trends are less 
marked than in manuacturing in- 
dustries, however, and labor costs, 
which loom as an important element 
in the general business outlook, are 
relatively unimportant in the de- 
termination of production costs in 
the chemical industry. Since at 
least an average slackening appears 
to be already discounted by chem- 
icals and since the industry holds 
well defined possibilities of future 
expansion without dependence upon 
a general industrial boom, the better 
situated chemical shares have a 
place in conservative investment 
programs under present conditions. 

The manufacturing division of the 
aviation industry appears to hold 
outstanding possibilities at the pres- 
ent time, with business currently at 
record levels and prospects for the 
next six months favorable for fur- 
ther gains irrespective of the trend 
of general business conditions. With 
the third quarter of 1937 showing 
an increase of close to 100 per cent 
over 1936 in the value of output, 
and large forward business already 
booked or in prospect, the only 
question not yet fully clarified is 
what proportion of the larger vol- 
ume can be carried into profits ac- 
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counts. The large demands on pro- 
ductive capacity has resulted in 
considerable plant expansion, with 
the result that capital costs are in- 
creased and normal operations have 
been interrupted to an extent that 
has impaired operating efficiency. 
Labor costs, while high, particularly 
on the West Coast where many of 
the important plants are located, 
should be more readily absorbed 
when operating schedules are 
brought to the level of greatest effi- 
ciency, and plant expansion is com- 
pleted. Thus while the leading air- 
craft and equipment manufacturers 
lack the seasoned earning power 
usually associated with strictly in- 
vestment mediums, the securities in 
this group have good prospects for 
recovery in values in relation to 
more stable industries. 

The air transport division of the 
industry, on the other hand, appears 
to have an uncertain period imme- 
diately ahead, notwithstanding re- 
cent growth of air travel. The 
uually severe drop in passenger traf- 
fic during winter months heretofore 
resulted in losses that have offset 
the peak months. Weather condi- 
tions this winter as well as general 
business prospects introduce an im- 
portant element of uncertainty in 
the near term outlook in this respect. 
In current security selections, there- 
fore, representation in aviation might 
well be confined to the manufactur- 
ing branch of the industry. 

In summary of the conclusions 
presented above, the best invest- 
ment potentialities over the balance 
of the year and the early part of 
1938 appear to be found in indus- 
tries in a position to benefit directly 
from mass purchasing power, par- 
ticularly the purchasing power of 
the agricultural regions. More spe- 
cifically, this would embrace farm 
machinery, mail order and other 
merchandising companies with im- 
portant outlets in farm communities, 
and to a lesser extent, producers of 
light household equipment, auto 
manufacturers (and accessory com- 
panies). Industries regarded as hav- 
ing favorable potentialities because 
of special trade factors or seasonal 
considerations include motion pic- 
tures, liquor producers, container 
and food manufacturers not includ- 
ing meat packing or food retailers, 
and aircraft manufacturers (but not 
air transport companies). Industries 
also accorded a favorable opinion, 
but with qualification as to special 
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factors, include the steels and non- 
ferrous metals, and _ chemicals. 
Among the major security groups 
which are not well regarded for in- 
vestment consideration on current 
prospects, or in which commitments 
might well be postponed pending 
clarification of near term uncertain- 
ties, include the rails and rail equip- 
ments, the utilities, both holding 
and operating companies, building 
shares, with the exception of paint 
manufacturers, and petroleum. 





Your Taxes in 1938 





(Continued from page 23) 


lief has become quite general that 
the manner in which our tax laws 
treat capital gains and losses has 
severely disturbed, and if continued 
in the present form must continue 
to disturb, our security markets. It 
is contended that revenue from this 
source would be more certain, more 
stable and even greater in amount, 
if capital gains and losses were 
eliminated from tax calculation. 
Congress is bound to give this 
very important phase of our tax 
laws its serious consideration, par- 
ticularly in the light of the recent 


debacle in our security markets. 
But no one expects that the capital 
gains tax will be completely elimi- 
nated. The likelihood rather is, that 
Congress will return to the plan fol- 
lowed some years ago, under which 
such transactions were segregated 
from other income, and taxed at a 
fixed maximum rate of 12% per 
cent, with excess of capital losses 
credited against tax due on other 
income at a similar tax rate. Under 
such an arrangement, the present 
$2,000 loss limitation would be re- 
pealed. In addition, taxpayers may 
be permitted to report security gains 
and losses on an accrual basis. This 
would enable them, if they wanted 
to, to report gain or loss each year 
based on market value at the close 
of the year instead of having to re- 
port the entire gain or loss when the 
securities are finally disposed of. 
One of the more important so- 
called “loopholes” developed by the 
congressional tax investigation last 
summer, had to do with the allow- 
ance of percentage depletion to min- 
ing, oil and other natural resource 
companies. It was shown, for in- 
stance, that such companies often 
find it possible to take depletion de- 
ductions over and above their in- 
vestment in the depletable assets, 





New York Curb Exchange 
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Quotations as of Recent Date 


1937 
Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 177% 95 9814 
Amer. Cyanamid B (*.60)..... 37 254%, 27% 
Amer. Gas & Elec. (1.40)..... 483, 22% 25 


Amer. Lt. & Tr. (*1,20)....... 


Amer. Superpower........... 3 1 1 
Assoc. Gas & Elec. "A". .... 51% 1%. 1% 
Og, ae 67% 30 32 
RUNING. c65% os 6 c0cinie 5% 2 2 
Cities Service Pfd............. 60 21 21% 
Colum. Oil & Gas........... 10% 3% 41 


Commonwealth Edison (1.25).. 33 24 


1937 
Price Range 
Recent 
Name and Dividend High Low Price 


Jones & Laughlin............ 1264, 44 44 


Lake Shore Mines (*4)....... 59%, 46 46%, 
Lockhead Alr............... 1614 a 8% 
Molybdenum............... 1134 5% 6% 
National Bellas Hess......... 314 114 1% 
National Refining (2)......... 28 193%, 19% 
New Jessey Zinc (*2)........ 94%, 66% 68 

Newmont Mining (12.25)... .. 135% 60 631% 
Niagara Hudson Power....... 16% TV 8 
No. Amer. Rayon “B" ({2)... 503%, 26 27% 


Pan-Amer. Airways ({.25).... 26% 20 20 





Consol. Copper.............. 11% 51% 51% Pantepec Oil..............- % 4% 4% 
Consol. Gas Balt. (3.60)...... 891, 64 67 Pennroad Corp. (t.25)........ 54% 2%, 2% 
Creole Petroleum (}.50)...... 38% 22 22 Pepperel Mfg. (*6).......... 151 81 821, 
Eagle Picher Lead ({.30)...... 27% 10% 11% Pitts. Pl. Glass ($5.50)........ 147% 944, 9414 
Elec. Bond & Share.......... 284%, 8h 8% St. Regis Paper.............. 11%, 354 3% 
Elec. Bond & Share Pfd.(6)... 87% 53144 545% Sherwin-Williams (*4)........ 154%, 85 86 
Ex-Cell-O Corp. (1.60)....... 27% 10 1014 South Penn Oil (*1.50)....... 56 39 39 
Ford Mot. of Can. "A" (1)... 293%, 17% 17% Technicolor ($.50)........... 34 185% 21 
Glen Alden Coal ({.25)...... 15 6% 6% United Gas Corp............- 135% 4% 45s 
Gulf Oil of Pa. ($.75)........ 63% 41% 42% United Lt, & Pw. "A"”....... 11% 3 3 
Hecla Mining ({.70)......... 251% 9%, 9¥8 United Lt. & Pwr. Pid........ 15% 22 23% 
Hudson Bay M. & S. (1.75)... 42 20%, 2114 * ‘ 
Humble Oil (t1.3714)....... 87 64%“ 6S t Paid this year. 
Imperial Oil (*.50).......... 244%, 18% 18% * Not including extras. 
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and that in any event, they receive 
much too liberal treatment as com- 
pared with taxpayers in other indus- 
tries. The likelihood is, therefore, 
that depletion allowances under any 
new legislation, will be considerably 
tightened up. The change was not 
made in the 1937 Revenue Act be- 
cause the subject is a complicated 
one and required much more ex- 
tended study. 

What about tax exempt securi- 
ties? This has been referred to as 
the most extensive as well as the 
most respectable tax loophole in our 
federal tax system. Is Congress 
likely to do anything about it? It 
probably would if it could, but it 
was always taken for granted that 
nothing can be accomplished in this 
regard without a_ constitutional 
amendment. Whether under the 
new Supreme Court atmosphere, it 
will conclude that legislation might 
be risked without such an amend- 
ment is difficult to say. 

Finally, the real step-child of our 
federal tax laws is likely to continue 
to be the holding company; particu- 
larly the personal holding company. 
These, in the past few years, have 
literally been hounded to death by 
taxation. In many cases, by the 
time income trickles through from 
the bottom company to the top 
stockholder, the income is almost 
completely eaten up by taxes. 
Wherever possible, such companies 
have already been wound up. Soon, 
the holding company will be as ex- 
tinct as the dinosaur. 





Happening in Washington 





(Continued from page 17) 


low cost housing through private 
finance before government com- 
pletely preempts the field. 


Federal Reserve rediscount rules 
are viewed askance by orthodox 
banking theorists who say they will: 
open reserve system to “cats and 
dogs” of doubtful commercial paper; 
engender dangerous inflation of bank 
credit which will be hard to curb; 
revive loose banking practices of the 
*20’s by giving bankers too great re- 
liance on liquidity through redis- 
counting. But real estate and in- 
stallment credit men rejoice and 
New Deal economists scoff at fears. 


Pulse-feelers returning from parts 
of the country not touched by Pres- 
ident Roosevelt as well as the sec- 
tions he covered got the same im- 
pression the President did, i.e., ma- 
jority of voters are strongly for 
Roosevelt, approve his objectives, 
not much concerned with methods; 
they will tolerate some opposition to 
the President’s methods by their 
local representatives provided he is 
not bucked generally. And individ- 
ual dissatisfaction with some parts of 
New Deal is outweighed by enthusi- 
asm for the rest. 





High Grade Bonds for 
Current Investment 





(Continued from page 31) 


has been able to refund various is- 
sues of high coupon bonds on a basis 
resulting in an important savings in 
interest charges. Notwithstanding 
the sizable rate reductions placed 
into effect by Pacific Gas, gross rev- 
enues gained nearly 4 per cent in the 
twelve months period to June 30, 
last, and fixed charges were earned 
2.94 times as compared with 2.47 
times in the corresponding period 
last year. While the combination of 
rising costs and lower rates will exert 
a retarding effect upon the growth 
of net earnings, the continued ability 
of the company to provide a com- 
fortable margin of coverage for fixed 
charges cannot be doubted. Nor 
has Pacific Gas & Electric anything 
to fear from enforcement of the 
Public Utility Act of 1935 inasmuch 
as its properties comprise a com- 
pletely interconnected system op- 
erating solely within the confines of 
the State of California. Also quoted 
below par and affording a yield of 
better than 314% the 314’s 1966 are 
fully entitled to the confidence of 
the conservative investor. 
Attesting the company’s conserv- 
ative financial policies and _ its 
strongly fortified financial position, 
the ability of Standard Oil Co. 
(N. J.) to finance itself with an is- 
sue of 3% debentures is noteworthy. 
For an oil company to arrange 
financing on such attractive terms, 
without any “sweetening” in the 
form of a convertible feature or 
stock purchase privilege is unusual. 
Moreover the funds which the com- 
pany derived from the sale of $85,- 


000,000 3% debentures due 1961 
were applied toward the redemption 
of an issue of 5% preferred stock at 
110. For some time now Standard 
Oil of N. J. has been engaged in 
simplifying its capital structure, re- 
duction of subsidiary stock and in- 
debtedness, and refunding and pay- 
ment of both long and short term 
obligations. Since 1932 funded and 
long term debt has been reduced 
from $207,245,000 to $84,574,000 at 
the end of last year, accompanied by 
a reduction in service charges of 
about 70 per cent. Despite this 
heavy reduction in capital obliga- 
tions, working capital last year of 
$432,238,000 was only $15,000,000 
less than in 1932. During 1936 
$45,000,000 in bank loans were paid 
off. Last year with the benefit of 
increased sales and more stable con- 
ditions in the oil industry, the com- 
pany’s earnings were the best in 
seven years and some 55 per cent 
better than in 1935. Total fixed 
charges were earned nearly twelve 
times, comparing with better than 
seven times in the preceding year. 
Cash alone at the end of the last 
year amounted to nearly $135,- 
000,000 as compared with total 
funded debt of $84,573,564 repre- 
sented by the issue under discussion. 
As an obligation of the largest in- 
tegrated oil unit in the world, even 
though lacking in specific security, 
the company’s 3% debentures rank 
with the soundest investments avail- 
able. 





Opportunities in Three 
Price Ranges 





(Continued from page 35) 


year were 81% per cent above those 
of the corresponding previous pe- 
riod. August sales were but 2 per 
cent above those of August, 1936, 
but sales in September were more 
than 10 per cent better than those 
of the previous September. This is 
a favorable augury for the fall 
months. 

The most recent earnings state- 
ment published by the J. C. Penney 
Co. was for the first six months of 
the present year. The net profit of 
$7,182,571, after depreciation, fed- 
eral income taxes and other charges 
was equivalent to $2.82 a share on 
2,543,984 shares of no-par common 
stock which compared favorably 
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with the $2.71 reported on a some- 
what smaller number of shares for 
the first six months of 1936. For the 
full year 1936, J. C. Penney’s earn- 
ings were equal to $7.36 a share of 
common. Whether or not 1937 will 
prove to be the better year must 
await upon developments, but there 
are certainly grounds for believing 
that such will prove to be the case. 


J. C. Penney’s dividend policy has 
long been a liberal one. The extra 
of $3.75 a share which was paid last 
December brought the year’s divi- 
dends to $7.25 a share. So far this 
year three quarterly dividends of $1 
have been paid. In addition to the 
quarterly dividend of $1 which is 
due in December, another extra is to 
be expected which will probably 
bring payments for the year again 
close to earnings. Whatever the ac- 
tual amount of the extra, it will al- 
most certainly bring the return on 
a $75 stock to a high level for this 
era of easy money rates. J. S. Pen- 
ney offers this high return on the 
capital invested in addition to possi- 
bilities of moderate price enhance- 
ment. 


United States Steel Corp. 

Nothing has developed as yet 
which justifies the decline that has 
taken place in “Big Steel.” From a 
high of $126 a share it has dropped 
to less than half this figure. It is true 
that steel operations have fallen off 
and that there has been a curtail- 
ment of buying for heavy projects. 
Even so, “steel” sold at $6714 a share 
during the summer of 1933 when it 
had no earning power, no nearby 
prospects of earning power and at 
a time when the organization was 
neither physically nor managerially 
the organization it is now. During 
the recent break “Steel” sold lower 
than this, apparently without regard 
for the modernization and expansion 
which has been carried out, without 
regard for the large earnings which 
unquestionably will be reported for 
the present year, and without any 
consideration for the fact that ac- 
cumulated dividends on the pre- 
ferred stock have been eliminated 
entirely and that the common itself 
is in line for a dividend. Unless one 
concedes that we are about to enter 
another major depression—of which 
there is as yet no real evidence—it 
ought to be possible before very long 
to dispose of the stock of the United 
States Steel Corp. materially above 
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the price at which it can be bought 
today. 

For the first six months of the 
present year the corporation re- 
ported a net profit of $64,735,215. 
This, after preferred dividend re- 
quirements was equivalent to $5.99 
a share of common stock, compared 
with earnings equivalent to only 41 
cents a share of common in the cor- 
responding previous period. Despite 
the probability that the second half 
will be considerably poorer than the 
first from an earnings standpoint 
there is still reason to believe that 
not far from $10 a share will be re- 
ported for the full year. Because 
of the necessities of the business and 
the current state of the security mar- 
kets which makes it extremely hard 
to sell new issues at a reasonable 
price, it is impossible to forecast the 
dividend that holders of U. S. Steel 
common might fairly expect. How- 
ever, that they will receive some- 
thing seems certain. 


International Harvester Co. 

The dominant position held by In- 
ternational Harvester as the leading 
manufacturer of farm equipment and 
agricultural supplies places the com- 
pany in a prime position to partici- 
pate in the restoration of farm pros- 


perity. Bumper crops and the prom- 
ise that farmers will have the larg- 
est cash income since 1929 would ap- 
pear to clearly substantiate the pros- 
pect of enlarged demand for agri- 
cultural implements. While it is 
true that wheat, corn and cotton 
prices have declined, the drop has 
not been great enough to seriously 
affect the offset of larger crops. 
Higher prices will be received for 
hogs and cattle; dairy products will 
average higher prices than last year 
and tobacco and vegetable crops will 
be normal. Moreover, the prices 
which the farmer will receive have 
increased faster than prices of goods 
and commodities which the farmer 
buys, to the net advantage of his 
purchasing power. 

Report of International Harvester 
Co. for the fiscal year ended October 
31st is confidently expected to reveal 
earnings larger than in 1929. In the 
latter year, net after preferred divi- 
dends was equal to $7.11 per share 
on the common stock. Earnings for 
the current fiscal period should be 
around $7.25 per share. Including 
a recent extra of $1.50 a share, divi- 
dends on the common total $4.00 
for the current fiscal period. A large 
part of the company’s working cap- 
ital is in the form of receivables and 





Over-the-Counter 
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Bid Asked PUBLIC UTILITIES (Continued) Bid Asked 

American Book Co, (4)............ 51 57 Long Island Ltg. Pfd. (7) "A"...... 67 69 
American Hardware (1)............ 24 25% Metropolitan States Pwr. Pfd. (6).... 26 29 
Columbia Baking.................. 4 6 Nebraska Power Pfd. (7)..........- 107 109 
Crowell Publishing Co. (3).......... 35 38 New Orleans Public Serv. Pfd....... 46% 48 
Dictaphone Corp, (4)........-200++ 53 56 Nor. States Pwr. Pfd. (7)..........5 69 72 
Draper Corp. (*5.40)............++ 55 «(60 Pacific Power & Light Pfd. (7)....... 59 62 
Mercke Co. (1)... 2... 0.0. seeeeee 27k =: 29% Tennessee Elec. Power Pfd. (6)...... 44 45% 
National Casket (4)............... 48 50 Tennessee Elec. Power Pfd. (7)...... 50 53 
Ohio Leather (7.85)............... 15 20 Texas Power & Light Pfd. (7)....... 99 100% 
OCU PITRE 6 os vSeessccccccces 3114 33% Virginia Rwy. (8.50). ...........5. 145 151 
Singer Mfg. Co. (*16)............. 247 255 
Trico Products (2.50).............. 39 40% TELEPHONE & TELEGRAPH 
Wileox & Gibbs (.50)............. 20 2314 American Dist. Tel., N. J.(5)........ 93 97 

PUBLIC UTILITIES Emp. & Bay State (4).............. 57 61 
Alabama Power Pfd. (7)........... 67 68 Eee onic oi dic cse cases 87 ie 
Carolina Power & Light Pfd. (7)..... 79% 8114 Mountain States Tel. & Tel. (8)...... 133 135 
Central Maine Power Pfd. (7)....... 831% 8514 OP a EL: 20 25 
Dallas Power & Light Pfd. (7)....... 113 115 Peninsular Telephone (1.60)........ 21% 261% E 
Jersey Central Pwr. & Lt. Pfd.(7)..... 87 89 Southern New England Tel. (8)...... 154 156% 
Kansas Gas & Electric Pfd.(7)...... 108 111 * Includes extras. 
ee a SS } 47 50 t Paid this year 
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for this reason the management is 
more or less compelled to be guided 
accordingly in the matter of divi- 
dends. Last year, Harvester re- 
tained $13,500,000 out of earnings, 
on which it paid a surplus profits 
tax of $2,000,000. 

Notwithstanding the exceptionally 
favorable industrial prospect which 
the company faces, the shares of In- 
ternational Harvester have declined 
to a point where prevailing quota- 
tions around 77 appear decidedly 
lower than warranted either by 
recent or prospective earnings. 
There is little likelihood of a severe 
slump in the company’s business 
next year, particularly as the farmer 
seems likely to continue to be the fa- 
vored recipient of the Government’s 
bounty and further, the company, 
as the third largest manufacturer 
of automobile trucks can doubtless 
count upon substantial contributions 
to earnings from that source. On 
the whole, therefore, the shares 
would seem to combine investment 
appeal with generally well defined 
possibilities for longer term price 
appreciation. 





The Biggest Industries in 
America 





(Continued from page 15) 


tion classification largely speak for 
themselves. In communications it 
might be noted, however, telephone 
service accounted for $1,015,706,000. 
The service establishments group in- 
cludes those enterprises engaged in 
performing personal and_ business 
services, repairs and custom work, 
but does not include banks and 
other financial institutions, insur- 
ance companies and real estate agen- 
cies. Typical of this group are bar- 
bers, beauty parlors and_photo- 
graphic studios; advertising agen- 
cies and delivery services; automo- 
bile repairs and plumbing repairs; 
cabinet making; also printing and 
publishing. 

The amusement groups covers all 
types of public amusement for which 
a charge is made, but of the total 
receipts nearly 73 per cent was 
contributed by the motion picture 
theaters. 

The business of producing motion 
pictures, however, is not to be rated 
among the leaders. While no value 
can be assigned to the current out- 


put of motion pictures, as the ulti- 
mate value will be determined by 
the success of the release, the total 
cost of pictures produced in 1935 
was about $188,500,000. 

In the Extractive Industries clas- 
sification, it is interesting to com- 
pare the value of crude oil produced 
with the sales value of refined pe- 
troleum products, as well as with the 
sales of filling stations. The value 
of metallic products contributed 
$721,600,000 to the mining group; 
non-metallic products, such as as- 
phalt, sand, clay, cement and gyp- 
sum, amounted to approximately 
$553,000,000; while the mineral fuels 
such as coal accounted for the sum 
of $2,937,000,000. 





The Foreigner Buys and 
Sells America 





(Continued from page 14) 


foreign held shares in the public 
utility industry was $233,000,000 
with the railroads next in order 
with $154,000,000. 

These holdings in their relation 
to the total number of shares out- 
standing show that foreigners own 
2.6 per cent of the stock of manufac- 
turing companies, 2.7 per cent of the 
public utilities, 3.5 per cent of the 
railroads and 2.6 per cent of the 
mining companies. 

Such proportions are not alarm- 
ing at first glance but we have had 
recent experience in what havoc 
concentrated selling can bring. 

This naturally gives rise to the 
crucial question, What can be done 
to put an end to the sinister threat 
of enormous foot-loose foreign funds 
to American prosperity? It must be 
remembered that these foreign 
funds are unstable and foot-loose 
because they are what they are, that 
is, not generally productive invest- 
ments, if productive at all. That 
part of them that has come in the 
last three or four years is largely 
speculative or is here to add to it- 
self by market-wise accretion, or 
merely for safe storage. It will be 
prompted to run like a scared rabbit 
if it sees any safer place to which 
to run. 

That is why serious consideration 
is being given to placing a heavy 
tax on foreign held American securi- 
ties and the income derived from 
them. 





STATEMENT OF THE OWNER. 
SHIP, MANAGEMENT, CIRCULA- 
TION, ETC., REQUIRED BY 
THE ACTS OF CONGRESS OF 
AUGUST 24, 1912, AND MARCH 

3, 1933 ; 


Of Tue Macazine or WALL Street and Business © 
ANALyst, published bi-weekly at New York, N. Y,, | 
for Oct. 1, 1937. 7 


State of New York } as 
County of New York - : 
Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
E. Kenneth Burger, who, having been duly sworn © 
according to law, deposes and says that he is | 
the Managing Editor of THE MAGAZINE OF WALL | 
STREET and Business ANALysT and that the fol. ] 
lowing is, to the best of his knowledge and belief, 
a true statement of the ownership, management 
(and if a daily paper, the circulation), etc., of 
the aforesaid publication for the date shown in 7 
the above caption, required by the Act of August ~ 
24, 1912, as amended by the Act of March 3 
1933, embodied in section 537, Postal Laws an 
Regulations, printed on the reverse of this form, 
to wit: 7 
1. That the names and addresses of the pub- ~ 
lisher, editor, managing editor, and business 

managers are: 
Publisher—C. G. Wyckoff, 90 Broad Street, 
New York, z. 


Editor—None. 


Managing Editor—E. Kenneth Burger, 90 Broad © 
Street, New York, N. Y. 


Business Managers—None. 


2. That the owner is: (If owned by a cor. = 
poration, its name and address must be stated and = 
also immediately thereunder the names and ad- 
dresses of stockholders owning or holding one 
per cent or more of total amount of stock. If not 
owned by a corporation, the names and addresses — 
of the individual owners must be given. If owned = 
by a firm, company, or other unincorporated con- 
cern, its name and address, as well as those of 
each individual member, must be given.) 7 

Ticker Publishing Company, Inc., 90 Broad | 
Street, New York, N. Y. 

C. G. Wyckoff, Inc. (Stockholder), 7 West j 
10th Street, Wilmington, Del., the stockholders 
of which are: C. G. Wyckoff, 90 Broad Street, 
New York, N. Y. 3 

3. That the known bondholders, mortgagees, 
and other security holders owning or holding 1 © 
per cent or more of total amount of bonds, mort- 
gages, or other securities are: (If there are none, 
so state.) 





Cecelia G. Wyckoff (bondholder), 90 Broad 4 
Street, New York, N. Y. ; 


C. G. Wyckoff, Inc. (bondholder), 7 West 10th 
Street, Wilmington, Del., the stockholders of 7 
which are: C. G. Wyckoff, 90 Broad Street, New | 
York, N. Y. 


4. That the two paragraphs next above, giving | 
the names of the owners, stockholders, and security | 
holders, if any, contain not only the list of stock- 7 
holders and security holders as they appear upon 
the books of the company but also, in cases 
where the stockholder or security holder appears 
upon the books of the company as trustee or in 
any other fiduciary relation, the name of the per- 
son or corporation for whom such trustee is acting, 
is given; also that the said two paragraphs con- 
tain statements embracing affiant’s full knowledge 
and belief as to the circumstances and conditions © 
under which stockholders and security holders 
who do not appear upon the books of the com- 
pany as trustees, hold stock and securities in a 
capacity other than that of a bona fide owner; 
and this affiant has no reason to believe that any 
other person, association, or corporation has any 
interest direct or indirect in the said stock, bonds, 
or other securities than as so stated by him. 


5. That the average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscribers 
during the twelve months preceding the date 
shown above is—(This information is required 
from daily publications only.) 

E. KENNETH BURGER 
Managing Editor 


Sworn to and subscribed before me this 27th 


day of September, 1937. 
[Seal] RALPH J. SCHOONMAKER 
Notary Public, Westchester County | 


(My commission expires March 30, 1939.) 
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